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The Interrelation of Theory and 
Economuc History 


DO not much hold with ardent debate about method. A historian’s 
patra is as individual—as private—a matter as a novelist’s style. 
There is good reason for reserve—even reticence—on this subject, except 
insofar as we seek to share each other’s unique professional adventures 
and to listen occasionally, in a mood of interest tempered with skepti 
cism, to such general reflections as we each would draw from those 
adventures, 

Moreover, as a practical matter, no good cause is likely to be served 
by further exhortation to the historian to use more theory or to the 
theorist to read more history. Progress in this old contentious terrain 1: 
made only by meeting a payroll; that is, by demonstrating that som« 
thing interesting and worth while can be generated by working with 
historical data within a conscious and orderly theoretical framework, or 
by adding to the structure of theory through historical generalization. 
The present paper is thus justified if at all only to the extent that it set 
down some tentative and interim personal reflections drawn from 
practical work; for I take it to be agre ed that man has open to him no 
alternative but to use theoretical concepts in trying to make sense of 
empirical data, past or present; I take it to be agreed that, as Keynes 
said in the preface to the blue Cambridge economics handbooks, “The 
Theory of Economics . . . 1s a method rather than a doctrine, an appa 
ratus of mind, a technique of thinking” rather than “a body of settled 
conclusions”; in terms of this definition I take it to be agreed that we all 
wish to bring to bear in our work the most relevant “technique of think 
ing” available and would be pleased to use the COrpus of received eco 
nomic theory for all it is worth. The real questions are how, if at all, the 


theoretical structures developed in modern social science can be used by 


OY 
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the working historian and how, if at all, the historian should link his 


insights to the bodies of theory developing in the social sciences which 
surround him. 

My own answers to these questions are directly colored by a pleasant 
but somewhat bizarre education. As a relatively innocent sophomore 
student of modern history at Yale in the autumn of 1934, I was first 
introduced to an important philosophical notion. This event can hardly 
be ranked as revolutionary, since the notion has been part of the re 
ceived Western tradition for some twenty-five centuries; namely, that 
human perception works through arbitrary abstract concepts and there- 
fore the reality of what we call facts is not without a certain ambiguity. 
If historical narration of the most responsible and professional kind was 
thus shot through with implicit, arbitrary theory, why not make it 
explicit; and, since | was then beginning to study economics, why not 
see what happened if the machinery of economic theory was brought to 
bear on modern economic history. 

This line of reflection soon opened up two quite distinct areas for 
experiment: the application of modern economic theory to economi« 
history; and the applic ation of the modern social sciences to the interac 
tion among the economic, political, social, and cultural sectors of whol 
societies. | was drawn to this latter area in part because I was ro pe lled by 
M x's econom det rminism Vv ithout, howe ver, finding a satisfac tory 
alternative answer to the questior sed—an omission not yet re 
paired in Western thought. 

In one way or another | have been experimenting ever since with 
these two issues; that is, with the ree Ipro al relations of economi theory 
and dynamic economic data and with the effort to analyze whole socie 
ties in motion. They have given a private unity to study ranging from 
the study of the Great Depression after 1873 to the selection of bombing 
targets in World War II; from the likely consequences of Stalin’s death 
to the pattern of the British take-off in the 1780's and 1790's; from the 
historical application of the National Bureau method of cyclical analy 
sis to the formulation of some general hypotheses about economi 
growth. 

What I have to say about the reciprocal relations of theory and history 
flows directly from these and similar exercises. As befits a working paper 
of this kind the argument will take the form of a few concrete, arbitrary, 
possibly useful assertions which aim partially to answer these questions 
from one arbitrary and personal perspective. The assertions are essen 


tially three: first, the problem is the most useful link between theory 
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and empirical data; second, of the nature of an econom historian’s 
problems he is fated to be mainly a theorist of the Marshallian long 
period; and third, of the nature of the Marshallian long period, the 
economic historian can avoid only with great difficulty being something 
of a general dynamic theorist of whole societies. From these assertions | 
derive a final proposition; namely, that in our generation the most 
natural meeting place of theory and history is the study of comparative 
patterns of dynamic change in different societies, focused around the 


problems of economic growth. 
If 


The problem approach to history can have two meanings. It can 
mean that history is viewed (and rewritten) in the light of contempor 
ary problems of public policy—as, for example, Pigou reviewed the ad 
justment of the British economy after November 1g18 during World 
War II, or, in the shadow of impending legislation O. M. W. Sprague 
examined crises under the National Banking Act. Or the problem ap 
proach can mean that history is re-examined to throw light on an un 
resolved intellectual problem of contemporary interest—as, for example, 
Schumpeter’s hypothesis about entrepreneurship in a capitalist society 
is now being historically tested. The two meanings are generally related 
because most of the intellectual issues within the social sciences, no 
matter how antiseptic their scientific form and articulation, are at no 
great remove from debate over public policy. 

Economic history, as a field of academic study, is peculiarly associated 
with the problem approach in both senses. Thumbing through the files 
of our journals or the listing of doctoral dissertations one can still detect 
the series of fighting ISSUCS, arrayed in geological layers, out of which 
we have evolved. There is first the argument over the universal wisdom 
of free trade in which the German scholars, then Cunningham and 


cy il of th 


Thorold Rogers evoked historical evidence against the rey 


tariffs.’ The debate quickly broadened to embrace the legitimacy of 


state intervention into the workings of the economy, the legitimacy of 


social welfare legislation, the legitimacy of labor unions. Then economi 


history was pushed into narrower and more technical areas by th 


debate over monetary and trade policy (and theory) in the 1920's and 


by the concern of the 1920's with the cause and cure for the busine 
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cycle. At the same time longer term reflections about the historical 
evolution and viability of capitalism stirred by the cloudy interwar 
years—notably those of Schumpeter—opened up the thriving field of 
entrepreneurial study, bringing inter alia a phalanx of economic histo- 
rians to debate against their naughty muckraking parents (or occasion- 
ally against their libertine youth). And it is not too much to say that a 
good part of the contemporary effort in economic history is directly 
shaped by the concern with public policy designed to accelerate growth 
in the underdeveloped regions of the world, which emerged in the 
decade after World War II. 

Although it is no great trick to identify the historical foundations 
of our respective interests as economic historians, the conventions of 
academic life tend to conceal our origins in the rude forum of social and 
political conflict and policy formation. American graduate schools 
their methods and their manners—have a peculiar power to denature 
problem-oriented thought (in either sense) and to tame it to depart- 
mentally organized disciplines; for a real problem, involving whole 
people, rarely if ever breaks down along the lines into which the study 
of human affairs is professionally fragmented. 

In history what begins as an analytic insight of some power and 
subtlety often ends in the second and third generations as a flow of 
monographs, high in empirical content, but increasingly divorced from 
the living problem that opened up the new terrain. Turner’s essay on 
the frontier, for example, has served as the intellectual basis for two 
further generations’ study. The frontier process has now been explored 


by regions, by states, and occasionally by counties. Few of these em 


pirical exegeses have, however, added anything of analytic importance 


to Turner’s formulation. Despite a massive empirical effort, the great 
historical watershed of the 18go’s—a part (but only a part) of whose 
meaning Turner sensed—remains still to be dealt with analytically. 
And it is often true that in general the academic approach to history 
tends to divest propositions of their analytic content as rapidly as possi 
ble and to convert them into respectable, institutionalized specialties 
within which graduate students can be safely encouraged to write 
doctoral dissertations, researchable within a year after their general ex 
aminations have been completed. 

There is, of course, another side to the medal. However much the 


ly or unconsciously) guided by abstract 


historian may be (conscious 
conceptions, his profession requires that, for a considerable portion of 


his working life, he pour over data, sort out reliable from unreliable 
2 | 
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sources, and (whatever the philosophical ambiguities) assemble facts. 
No man can be a historian unless he has at least a touch of the antiquar- 
ian about him, unless he derives some simple-minded satisfaction from 
knowing how things really were in a part of the past. Whatever his 
loyalty to the creation of generalized knowledge, he must derive some 
sly pleasure at the exception to the broad historical rule. Moreover, even 
if one acknowledges that the economic historian’s activity should in the 
end be related to the solution of general problems, and even if one 
accepts the duty of economic history to contribute to the formation of a 
wiser public policy, these higher order activities need not concern the 
economic historian all the time, nor need they concern every economic 
historian. There is room for students of every bent and taste within our 
field over the spectrum from pure theor y to statistical compilation, 

When all this is said, | would still assert that economic history is a 
less interesting field than it could be, because we do not remain sufh 
ciently and steadily loyal to the problem approach, which in fact under 
lies and directs our efforts. Take a favorable case: the studies in the 
transfer problem and in the balance of payments under inflationary con 
ditions, inspired by Taussig. Here clear issues were posed, capable of 
orderly empirical examination; the results could be brought directly 
into the main stream of one of the oldest and most mature branches of 
economic thought, foreign trade theory; and in the post-1g1g world of 
reparations and inflation the results bore directly on major issues of 
public policy. It is no accident that Taussig’s inspiration yielded four 
of the best works in economic history ever written by Americans; that 
is, the balance of payments studies of Williams, Viner, Graham, and 
White. And if it is objected that we all have not been regularly favored 
with doctoral students of this quality, the answer in part is that eco 
nomic history has not regularly posed to its students issues as clearly 
relevant to major problems of theory and public policy. 

Take a case closer to us, the modern study of entrepreneurial and 
business history. All the returns are by no means in. We cannot firmly 
judge the net contribution to knowledge of the enormous postwar effort 
in this area. Several things can, however, be said with confidence. First, 
there has been a considerable amount of low-order effort, where the 
authors have lost touch with their problem, where the analytic terms of 
reference derive mainly from a firm’s books and where the results can 
be meaningfully linked to no generally useful bodies of knowledge. 
Second, the most interesting efforts have been those which sought 
actively to overcome the built-in tendency to antiquarianism and to re 
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distinct general bodies of knowledge: either to the process of capital 
formation as a whole; or to the social structure and values of the society 
and period whose entrepreneurs were examined. Third, the final eval- 
uation of the worth of this effort is likely to be made not in terms 
of the number of firms studied—or the empirical gaps “closed” —but in 
terms of the extent and the character of the problems it solves and the 
general insights it provides or fails to provide into the workings of eco- 
nomic and social processes that transcend but embrace the field of bust- 
ness history. 

What I am asserting, then, is that a heightened and more conscious 
loyalty to the problem could strengthen in several dimensions the rela 
tions between theory and history. The problem helps prevent the his 
torian from becoming the prisoner of a received theoretical hypothesis; 
for by definition he is dealing with a question unresolved in theory, 
policy, or both. At the same time, by giving the historian a point of 
departure independent of his data, the problem helps prevent him from 
accepting in a hit of absent-mindedness the categories and analytic con 
cepts built into his data. And, finally, the problem—if it is well and care- 
fully defined—provides an area of common discourse, of useful, profes 
sional communication between the historian and the theorist, where 
results can be compared, where the historian can learn how the theorist 
poses the question and the historian can teach the theorist how things 
really worked. And should the latter statement be regarded as a mere 
verbal courtesy to our prot ssion, it should be recalled that the classical 
concept of the movement of the terms of trade in consequence of capital 
flows never recovered from even moderately systematic historical in- 
quiry, and that Clapham’s pointed questions about empty boxes led 
directly (on one side of the Atlantic) to the upsetting of perfect com- 
petinion as the theorist’s norm. Seriously undertaken—that is, focused 
around clearly defined problems of common interest—the relationship 


between theorists and historians can be a two-way street. 
IT] 


Having held up the bright vision of theorist and historian solving 
problems in cheerful, produc tive collaboration I come to the lion in the 
path to its attainment: the theorist has generally been uneasy if not 
awkward if forced to work outside Marshallian short-period assump 
tions; the historian—like the human beings he writes about—cannot 
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avoid working in a world of changing tastes and institutions, changing 
population, technology, and capacity. 

The difficulty goes deep. The weakness of economic theory derives 
from its main strength; namely, that it is the most substantial body of 
useful thought about human behavior that is Newtonian in character. 
It represents the logical elaboration of a minimum number of basi 
assumptions that of their nature permit of maximization propositions 
and thus permit static equilibrium situations to be rigorously defined 
Value and distribution theory are essentially an extensive development 
of one proposition about man, another about his environment; that is, 
they derive from the laws of diminishing relative marginal utility and 
from diminishing returns. And these propositions remain essential, 
even, in modern income analysis, in the elegant world of interacting 
multiplier and accelerator.” 

In both major branches—value theory and income analysis—long 
period factors must be handled on an extremely restricted basis if the 
structure of theory is to retain its shape. As Marshall perceived, the 
independence of demand and supply is lost in the long period and with 
it the powerful tool of static analysis.* For a theorist it is fair enough to 
say, as Marshall did, that a case of increasing return is “deprived of 
practical interest by the inapplicability of the Statical Method”; but 
this is a curiously chill definition of practical interest for a historian 
Similarly, in modern income analysis, when efforts are made to intro 
duce changes in population, technology, entrepreneurship, and other 
long veriod fac tors, they are made on so formal and abstract a basis as to 
constitute very little change from the older conventional assumption 
that they were fixed and constant. To Keynes’s famous dictum—in thi 
long run we are all dead—the historian is committed by profession 
flatly to reply, Nonsense; the long run is with us, a powerful active 
force every day of our lives. 

Indeed the long series of debates between classical theorists and their 
more empirical opponents reduces substantially to a difference between 
those committed to the primacy of short-period factors and those who 


held that long veriod factors might be dominant over particular short 
27 8 | 


dern busin 


(refle 
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periods of time: so it was between the authors of the Bullion Report 


and its opponents in explaining the wartime rise in prices; between 
free traders and the would-be protectors of infant industries, between 
the opponents and advocates of legal limitation on hours of work; be- 
tween those who advocated large-scale government intervention to deal 
with unemployment and those who feared its revolutionary long-run 
consequences.* In one sense this issue is at the core of the ideological race 
between Indian and Chinese Communist methods for takeoff: will 
victory go to the system which uses force to constrain consumption and 
to maximize the short-period volume of investment or to that which 
creates a long-run setting of human incentives and institutions more 
conducive to spontaneous self-sustaining growth, designed to yield 
(through normal plow-backs and a democratically controlled national 
policy) levels of investment and productivity adequate substantially 
to outstrip population growth? (I might say parenthetically that what- 
ever the outcome of this compctitive historical exercise, the structure of 
modern income analysis, as applied to economic growth, biases the case 
unrealistically in favor of the Chinese Communist method.) 

Are we to conclude, then, that of the nature of their professions the 
economic theorist and the economic historian are doomed to work 
different sides of a street so wide that it is hardly worth shouting across ? 
Should the theorist, equipped with powerful mechanisms for analyzing 
economies under short-period assumptions, be left to deal with prob- 
lems where such assumptions are useful and relevant, leaving the his- 
torian and other less disciplined but less inhibited investigators to 
handle the murky world of long-period change? After all, that 1s 
roughly the way our textbooks are written and our courses set up; and 
there is often wisdom in apparently irrational arrangements that persist. 

On the whole, I would take the view that such complacent (or pes- 
simistic) conservatism is both inappropriate and unnecessary. 

It 1s inappropriate because whether we look to the underdeveloped 
areas, caught up 1n the early stages of the process of growth, or to the 
industrial societies that have learned to vote themselves chronic full 
employment, the economic problems of the foreseeable future, both of 
policy and of intellectual interest, require the systematic understanding 
and manipulation of long-period factors. This is self-evident in the 


This case could, of « 
who held to class 
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underdeveloped areas, where new economic institutions must be created, 
skills and attitudes appropriate to growth imparted, capacity expanded 
in appropriate balance, the possibilities of external economies examined 
and exploited. Even the most classically short-period of economic acti 

vities —fiscal policy must, in the underdeveloped areas. be touched 
with an acute awareness of changing capital—output ratios, with the 
need to transfer income flows from traditional to modern sectors, and 
with other long-period considerations which assume a peculiar urgency 
in the transition to self-sustaining growth. The industrialized societies 
are only a little less obviously enmeshed in long-period problems: 
radical shifts in birth rates, with important consequences for the struc 

ture of the population and the working force; radical changes in tech 
nology and in the sectoral composition of output; the deepening com 
mitment to make an overt political distribution of resources as among 
security outlays, social overhead capital, and the private sector; and so 
on. 

In short, if the work of the economist is to be relevant, he must work 
to an important degree outside the theoretical structures that have 
mainly interested him since, say, J. S. Mill. 

There is, however, no need for pessimism if one looks not merely to 
the formal structure of theory but also to the total capabilities of eco 
nomists; and if one looks to the whole long tradition of economic 
thought, not merely to the theorems of greatest interest in the past 
several generations. Economists, it is true, receive their contemporary 
training and develop their professional virtuosity mainly by manipu 
lating a relatively narrow range of propositions; but it has long been in 
the best tradition of economists to go forth into the world as it is, full of 
long period forces; to analyze whole problems; and to prescribe for 
them. Sometimes those analyses and prescriptions have exhibited the 
bias of a training disproportionately devoted to the manipulation of 
short-period forces in static equilibrium situations. On the whole, how 
ever, the ablest economists transcended the limits of their most refined 
tools: from Marshall’s testimony on the Great Depression to the Paley 
Commission Report; from D. H. Robertson’s study of industrial fluc 
tuations to the contemporary pilgrimage of Western economists to New 
Delhi. 

Once out in the real world, what relation does economi theory bear 
to the virtues of economists when they perform virtuously? Are they 
merely smart fellows, handy to have around when considering a tough 
practical problem; or does the structure of their formal thought have a 
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useful as well as an inhibiting effect? Put another way, what are the 





uses of economic theory in analyzing problems where long-period 
factors are important, particulary problems in history? 

Theory can be useful in three distinguishable ways. First, in defining 
the problem. Although the best-developed areas of theory take the form 
of short-period propositions, economics offers an orderly way of looking 
at and defining the totality of factors at work in an economic system. 
Formal economics can help map a problem, even if it has little to sug- 
gest by way of a solution. It can help pose the questions and set up 
empty boxes in fields as remote from the main streams of theoretical 
eflort as population change , the generation of new technology, and the 
quality of entrepreneurship. Although economists may have done little 
in modern times to analyze long-period factors, they are well trained in 
listing exhaustively the factors they are assuming fixed; and this is most 
helpful. 

Second, although the nature of long-period change may make im- 
possible the development of a long-period economic theory—for ex 
ample, a theory of economic growth—it by no means bars the develop- 
ment of important theoretical propositions about long-period change. 
For example, income analysis has been successfully adapted as a rough 
and-ready but indispensable aggregative framework for the planning 
of economic growth; ” the classical analysis of factor proportions in the 
theory of production has been adapted to throw important light on cer 
tain growth problems;” and, in general, the familiar technique of 
isolating one variable or relationship in movement, within a system 
otherwise held constant, while inappropriate for the general treatment 
of a whole interacting historical process, can be an extremely fruitful 
partial te hnique of analysis.‘ In short, there are many more uses for 
theory in dealing with long-period problems than have yet been devel 
oped. Neo-Marshallian pessimism on this score—a conviction that 
rigor had to be abandoned when the economist departs from the short 
period, that there is no middle ground between geometry and des« rip 
tion—can easily be overdone. 

There is a third role for economic theory and theorists in history; that 
is, to contribute actively to the systematic organization of knowledge 
about the past in terms of analytic categories that permit cross-com 


parison and generalization. This role requires that economists, in addi 
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tion to maintaining and developing the Newtonian sectors of their 
science, begin to take seriously the biological strands in their heritage 
embedded in the Wealth of Nations, evoked in our time by Mitchell’s 
leadership and by Schumpeter’s fruitful suggestions. It is only in terms 


of some such grand conception focused around some clear concret« 


problems shared between economists and historians that the full pos 


sibilities of interrelationship can be developed. And it is to some of tts 
implications—which most obviously bear on the study of economi 


growth—that I now turn. 
IV 


In one sense it is distinctly anticlimactic to suggest that the major 
common task and meeting place of economists and historians 1s the 
analysis of economi growth; and that the systematic isolation of simt 
larities and differences among national patterns of growth 1s likely to 
be the most productive method jointly to pursue. What, after all, have 
we been doing in recent years? A high proportion of recent articles in 
the economic history journals has been designed to translate aspects of 
national economic history into the more universal language of economi 
growth; and articles on economic growth—in fact or in name—have 
hit the economic journals like a biblical plague. Papers prepared for 
special meetings such as the 1954 conference on capital formation 
indicate not merely a convergence of interest among historians, statisti 
cians, theorists, and functional specialists but the beginnings, at least, of 
an ability to communicate when a problem as relatively clearcut as 
capital formation is explored.” Moreover, comparative analysis of na 
tional growth experiences is increasingly a feature of the landscayx 
from, as it were, our little family difficulty with nineteenth-century 
France and Germany to the study of Brazil, Japan, and India.” Indeed, 
we need look no farther than to the sessions which have preceded us, 
over the past several days, reflecting the progress under way 1n pro 
viding a statistical bone structure for comparative growth analysis, and 
to the subject of tomorrow’s meeting. 

We have found, it might appear, an optimum focus for our efforts a 
economic historians: economic growth permits us to use in a shapely 
way much of the cumulative work of our predecessors; it provides a 
problem area in -both policy and problem senses; in the analysi ol 
growth the Marshallian long period, in whose treatment we historian 

8 See Capital Formation and Economic Growth (Prince 


9S. Kuznets, W. | Moore ind J. J 
ham: Duke University Pre 
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enjoy a comparative advantage, cannot be ignored; and since by defint- 
tion growth takes place over long periods of time, the economist must 


either study history or call us in on a basis of equal partnership at least. 


But I would make two final observations before agreeing that the 
golde n age of economi history and of collaboration between theory and 
history has already arrived, 

First, | do not believe that the efforts now going forward, from many 
technical perspectives, focused around economic growth are going to 
yield a usable body of biological theory unless a conscious effort is made 
to de velop that theory. I do not believe that the organization, side by 
side on a country basis of statistical data, industry analyse s, entrepre 
neurial studies, and monographs on technology, with experts in Har- 
rod-Domar models benevolently looking on, is going to yield auto 
matically, by osmosis, the corpus of organized concepts we shall re 
quire if the golden age is to come to pass. In the three quarters of a 
century or so since we created our graduate schools, and the professional 
study of history and the social sciences, based on German models mixed 
with native American empiricism, we have managed to create many 
barren acres of factually accurate volumes, bearing on interesting issues, 
in which the authors left the problem of intellectual synthesis to some 
one else, Ironically this persistent philosophical disease apparently a 
disease of modesty and intellectual scruple—has left American academi 
life, by default, particularly vulnerable to the brilliant, casual, and not 
wholly responsible insights of a Veblen, a Beard, or a Schumpeter who 
did not fear to gent ralize. 

The disease can be seen in the state of American history as a whole, 
not excluding economic history, the latter being a peculiarly shapeless 
affair; it can be seen in the trailing away without adequate issue of the 
institutionalist s« hool: it can be seen even 1n one of the most successful 
of these native empirical exercises, the National Bureau of Economic 
Research, whose monographs have enormously enriched our knowl- 
edge of limited aspects of the past and present, without, however, ful- 
filling the grand vision of synthesis among theory, history, and statistics 
that inspired Mitchell and the institution he founded. Only where the 
special rigors and risks of synthesis were consciously and boldly faced 
as in Abramovitz’ study of inventory cycles—can one perceive some 
thing of what we have all been hoping for. 

1 would warn, then, on the basis of our common experience and our 
ingrained national style, against assuming that theoretical synthesis 


comes about without special, conscious effort. 
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But to what kind of synthesis should we look? What kind of frame- 
work 1s capable of posing researchable questions for historians that, if 


answered, permit empirical results to be compared and generalized and 


also permit easy and useful intercommunication with the theorist? 

Each answer to this question will inevitably be shaped by unique 
interests and experiences; mine is affected in particular by the job of 
trying to teach coherently the story of the evolution of the world eco 
nomy Ove! the past two centuries. | have leaned, as some of you know, 
to a concept of historical stages held together by a bone structure of 
more conventional dynamic theory. In a recent article I suggested that 
it may be useful to regard the period, after a relatively static traditional 
society begins to break up, as divisible into stages of preconditions, take 
off, and sustained growth. And I have been experimenting in my 
seminar over the past several years with some subdivisions of the sus 
tained growth stage, notably with substages of technological maturity 
and of dominance by durable CONSUMCTS goods and SCrvices, both of 
which are, I believe, capable of reasonably precise definition and ap 
proximate historical dating for those societies which have experi need 
them. (It may be that after the age of durable consumers—when dimin 
ishing relative marginal utility has set in sharply for the extra car or 
portable TV—that babies take over as a leading sector; but it is a bit 
too soon to lay this down as immutable natural law.) | doubt that stages 
by themselves in the old German style will serve our purpose; but if 
we can link them to a modified corpus of conventional economic theory 

and especially provide some definitions that are at least conceptually 
quantitative and permit reasonably accurate dating—we may generate 
something of intellectual power and utility. 

[ would certainly not be dogmatic about the forms of synthesis likely 
to prove most useful; but I would urge with some confidence that, as 
we gain an incr asing knowledge of each other’s work, and as the data 
pile up, we must allocate more time to building and applying a synthesis 
than we have in the past. 

I come now to a final observation. It is quite simply that the ex 
plicit analysis of growth is likely to force economic history in some 
what new ways into the analysis of politics, social structure, and culture 
A glance at our textbooks indicates that economic historians are not 
strangers to these fields. Clapham’s affectionate and precise evocation of 
the round of British life at various historical epochs is as good as any 
thing social history affords; and the role of the state in economic lift 
has embedded us all in the study of politics at one time or another. It is, 
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indeed, possible to criticize much of conventional economic history as 


too political and social and not sufficiently economic. My point 1s that 
the systematic treatment of growth will pose some new problems of 
relationship between economic and other factors and some old prob- 
lems in new forms. 

The comparative study of periods of preconditioning for takeoff 
must, for example, focus sharply in most cases around two related ques- 
tions: the formation of an effective, modern central government capable 
of exercising fiscal power over old regionally based interests; and the 
emergence of a group (or usually a coalition) with vested interests in 
the development of an effective national government and the technical 
talents and motivation to operate the modern sectors of economy. 
From postmedieval western Europe to contemporary Egypt and India, 
from Canada to the Argentine, from Japan to Turkey, the political and 
social patterns that have accompanied the stage of preconditions have, 
of course, varied, and yet they have been shot through with recogniz- 
able common features. The orderly sorting out of both common fea 
tures and variations, in their relations to more familiar patterns of 
cconom change, will prove, I believe, an essential aspect of the de 
velopment of a general biological theory of economic growth. (If we 
move in this direction we should, incidentally, be able to get much 
assistance from the current generation of political scientists who are 
increasingly committed to the study of comparative politics in non 
Western societies.'”) Nor will these extraeconomic concerns end when 
we have seen our respective countries into sustained growth; for social 
structure, politic 5, and culture are not the monopoly of economic ally 
underdeveloped areas. As time goes on we shall, I suspect, be studying 
differences in the sociological bases and political consequences of 
growth stages dominated by heavy as opposed to light engineering in 
dustries, not excluding the significance of the differences within Com 
munist societies; we shall be exploring the social and cultural, as well 
as the economic anatomy of the durable consumers’ and servicc stages, 


hich of western 


which we entered in the 1920's and the entrance into w 
Europe and Japan constitutes one of the most surprising and revolu 
tionary features of the postwar decade; and we may even learn a little 
about the dynamic determinants of the birth rate. 


In short, in accepting economic growth as a central problem we shall, 


H 
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from one perspective, be forced to become general theorists of whole 
societies; for the motives of men and the human institutions and activi 
ties which betr directly and technically on the rate of increase of output 
per capita are not narrowly limited. And our loyalty should be to the 


problem of economic growth, wherever it may take us, not to the 


bureaucratic confines of economic history or of economics as they are 
presently consecrated in our graduate schools. 

All this talk may seem heady stuff, perhaps appropriate once in a 
while at an annual meeting, when the members of the club gather away 
from their desks and filing cards, but not to be taken seriously. By 
Monday we shall all be back grappling with our familiar piece of the 
elephant. And in one sense I would agree, recalling my introductory 
statement that method is not an appropriate subject for serious debate 
and certainly not for harangue. 

In a larger sense, however, the vision of how we should tackle the 
problem of economic growth, of where economic history fits, and how 
it should relate to theory are important questions. They are important 
because, | would guess—as a matter of prediction rather than special 
pleading we are in fact going to do something about them over the 
next generation of work. In many areas of natural and social science 
the cast of American intellectual life has radically shifted in the past 
twenty years or so. We are no longer a nation incapable of creating 
new abstract concepts nor are we as awkward as we once were in deal 
ing with them. The old generalization that Americans derive their basi 
science and fundamental inventions, intellectual or otherwise, from 
abroad requires substantial modification. I do not believe that economic 
history will prove to be exempt from this national process of emergence 
into intellectual maturity. 

The problem of interrelating theory and history around the problem 
of growth does indeed require for its solution a difficult merger—a 
merger of our old national gift for the energetic pursuit of fact, with 
a new sustained and orderly effort to build an intermediate structure 
of abstraction and generalization. Our still young field of economic 
history, full of essential knowledge and accumulated wisdom about the 
way different societies have handled their economic activities, already 
responding with vigor to the policy and intellectual challenges of the 
problem of economic growth, can—and I believe will—play a strategic, 


indeed an indispensable, role in this merger. 


W. W. Rostow, Massachusetts 
Institute of Technology 





Economic Theory, Statistical Inference, 
and Economic History*  . 


It isa truth perpetually, that accumulated facts ly ny in di order be gin to assume 


some order when an hypothe $1S 1S thrown among them 
Herbert Spencer 
It we were not ignorant there would be no probability, there could only be 


certainty. But our ignorance cannot be absolute, for then there would no longer 


be any probability at all. 


Henri Poincaré 


HIS paper is an attempt to examine critically the function of 

) rm in historical research and particularly in economic history. 
We shall take as our starting point the assertion that the historian 
is not interested simply in collecting facts or true statements about 
some segment of previous experience. He wants to find causes and 
to explain what happened. The purpose of this paper is to introduce 
some of the proble ms attached to the concepts of historical causality 
and explanation in a stochastic universe and to suggest how the analytic 
tools of scientific inference can be applied in economic historiography. 
We wish to avoid methodenstreit and will therefore avoid arguments 
about precedence or relative importance. The literature is already 
overburdened with the logbooks of intellectual voyages inspired by 
the false charts of the history theory dichotomy. We reyect the pos- 
sibility of such a dichotomy from the outset. Instead, we shall assert 
simply that economics as a science deals with historical processes and 
is dependent upon historical research. In any position other than the 
extreme of antiquarianism, therefore, the tools of economic analysis 
must have some function in the handling of the historical material 
that deals with economic processes. These tools—theory, statistical 
inference, and general laws of nature and causality—have seemed to 
many historians to be unnecessary or useless, even antithetical to a 
historical point of view. The elements of this negative argument will 
provide us with an outline from which to propose the affirmative 


position. 
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First, it is frequently argued that causal order cannot be defined 
among singular historical statements. This is the “randomness” ap 
proach, which faces, at the other extreme, the determinist position 
epitomized by Marx and Schumpeter. The second element is the 
assertion that historical hypotheses cannot be stated in probabilistic 
terms. The possibility and necessity of employing formal, that is, ob 
jective, probabilities is the central issue here. The third ground for the 
rejection of statistical inference for economic history is the proposition 
that the scarcity and quality of the data make quantification practically 
impossible. It is not our intention simply to argue these issues but also 
to examine some of the peculiar problems of scientific explanation in 


economic history. 
I] 


Let us consider first what we do when we write “history” or the 
history of a period in a particular place. We are concerned not only 
with statements about the characteristics of the economy (and/or the 
state, the church, the family, etc.) at times ty, te, ts, .. . , but about 
relationships of a sequential type in which the variables have specifi 
calendar-time subs ripts. History or historiography, then, is the writing 
of a story. Just as we expect a story to have a be ginning and an end, 
and that the beginning and the end should be connected, similarly we 
expect the sequence or ordering of the states in a history to have causal 
significance, 

This concentration upon order and sequence—and ultimately upon 
causal ordering—is not intended simply as a contrast or alternativ 


to the recording of facts about some blo« k of experienc Histori 


y 
are written about 1545 or the American Revolution or the cotton-slave 


culture of the antebellum South. Thi recording of detail about 


single clearly bounded period is a valuable oc« ipation. But it is also 
an endless occ upation, since the historian is faced with infinitely many 
true statements about his period. The concentration upon causal order 
ing in the present argument is intended to illuminate the ways in which 
historians must choose among the true statements. Within a sequence 
or among the conjunctions of contemporaneous details, the historian 
must find those characteristics which are most fertile for explanation 
When Ranke urged the d scription of thing: “as they actually h 

pened” as a goal for historians, he could not have meant to exclud 


from the description how they got that way and what became of them 








Recognizing this is sufficient justification for our emphasis upon causal 
ordering. In addition, it gives us a criterion for the choice among true 
statements: it is the “causal fertility” of the sequence or conjunction 
which should guide our search among historical data. 

There are, however, serious and quite special difficulties inherent 
in the attempt to explain singular historical events and to find causes 
among them. These difficulties have led one group of historians to 
draw sharp distinctions between historical and scientific explanation. 
In the extreme, a second important group of historians have been led 
to deny that the deliberate search for causes is meaningful in historical 
study. The first position may be represented by the following quota- 
tions from Popper and Rickert, respectively: * 


(1) Generalization belongs simply to a different line of interest, sharply to be 
distinguished from that interest in specific events and their causal explana 
tion which is the business of history. 

(2) Historical laws are not just more or less difficult to find—the very concept 
of historical law carries an inner contradiction. Historical and nomothetic 


science are mutually exclusive. 


The more extreme position is reflected in the following statements of 
Croce and Collingwood, respectively, both of which carry a strong 


Idealist bias: * 


(1) The fact historically thought has no cause and no end outside itself, but only 
in itself, coincident with its real qualities and with its qualitative reality. 
(2) For history, the object to be discovered is not the mere event, but the thought 
expressed in it. To discover that thought is already to understand it. After 
the historian has ascertained the facts, there is no further process of inquiring 
into their causes. When he knows what happened, he already knows why 
it happened °° The history of thought, and therefore all history, is the 


re-enactment ol past thought in the historian’s own mind. 


The difficulty, perhaps the impossibility, of generalizing about his- 


torical events is usually attributed to the special characteristics of past 


1 See Mortor White vard an Analytical Interpretation of History,” in Philosophie 


Thought 


“Karl P 
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events. This is a reference to their irretrievable pastness, that is, the 
experiential and unreproducible, as opposed to experimental, nature of 
historical knowledge. Another way of discussing this is to cite the 
uniqueness or particularity of historical events, the likelihood of falsi- 
fication in any attempt to reduce the infinite richness of detail that 
defines each block of past experience. The renunciation for history of 
causality in its usual scientific sense stems also from the belief that 
human motives and individual judgments, the proper subjects of his 
torical research from the Idealist point of view, are not amenable to 
quantification or scientific generalization. In addition, some historians 
such as Croce are overwhelmed by the putative necessity of infinite 
regress in historical explanation, that is, by the view that there is an 
infinite withdrawal of causes back into the past. 

These assertions have been quoted heuristically, not in any spirit 
of conflict. The problems of defining or assigning causal relationship 
between singular statements have not been solved finally in any Lvanch 
of science; in history they appear to be more difficult of solution than 
elsewhere. We shall proceed by defining causality and matching to 
the definition the special characteristics of historical sequences. 

A causal explanation is an answer to the question “Why?” This 
seems a perfectly sensible, acceptable definition until we consider the 
various ways in which “why?” questions are answered. They can 
sometimes be answered—acceptably from a pragmatic point of view 

simply by asserting authority: children and some adults use “why?” 
when they are really asking for confirmation. More often, however, 
only an answer that contains “because” will be acceptable. But even 
this requires stiffening if we are to base a strong definition of causal 


explanation upon it. “Because” implies the conjunction of properties 


or states, either in sequence or simultaneously, and a generalization 
or assertion about the permanent connection between these properties. 
Causal explanation requires, in addition to the constant-conjunction 
implied in the answer “because,” that the connection or the relation 
ship should be asymmetrical, that is, the statement “A caused B” should 
not be reversible. A causal explanation, then, involves (1) invariant 
relationship and (2) asymmetry. The asymmetry, which may be but 
is not necessarily to be associated with sequence in time, is the part 
of the definition that gives us causal ordering. 

Is there any inherent necessity implied when we add the asymmetry 
to the constant-conjunction ? If there is, we shall of course be in trouble 
with David Hume, who has taught us not to waste our time looking 
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for the demons or forces which run between states. All that is required, 
however, is (1) that we be able to assign some probability to the asser 
tion that a “first” set of conditions will be followed by a “second” and 
(2) that it can be demonstrated that the order cannot be reversed. The 
operational significance of this asymmetry—the ordering element 

has been considered by Herbert Simon and Guy Orcutt in the con- 
text of econometric models. Causal ordering (or the identification of 
exogenous and endogenous variables) implies that a particular inter- 
vention, that is, the alteration of coefhcients either experimentally or 
historically in the equations which define the relationships of the sys 
tem, can be specifically associated with subsequent changes in the 
values of some variables in the system. “The causal ordering specifies 
which variables will be affected by intervention at a particular point 
(a particular complete subset) of the structure.” * Simon offers a help 
ful example in the relationships among the amount of rainfall, the 
size of the wheat crop, and the price of wheat. Alteration in the amount 
of rainfall, by cloud-seeding perhaps, will probably affect the wheat 


crop and the price of wheat. The crop may be directly varied without 


subsequently influencing the weather, of course, but the price of wheat 
is likely to respond. An autonomous change in the price, however, 
obviously cannot influence the weather and can only influence the 
wheat crop if new variables and relationships are introduced into the 
system. The association of particular interventions with changes within 
the complete subsets defines the causal ordering among these relation 
ships. Causal ordering is an operational concept and does not require 
the introduction of any unseen forces or inherent necessities. 
Stochastic or random elements have been introduced twice in the 
preceding paragraph. First, estimating the probability of constant 
conjunction in a nonexperimental system requires that we state a 
hypothesis about the distribution of the random variables in the data. 
(It can be shown that distinctions between experimental and experi 
ential systems on this score are erroneous and that experimental studies 
must also face this requirement.) Second, the operational significance 


of causal ordering in a nonexperimental context depends upon the 


provision, by history or nature, of sufficient variation among the con 


] 


ditional states so that th ring can be identified. It is here that 
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we are brought up sharply against the limitations imposed by the 
uniqueness and pastness of historical events. These limitations have 
appeared to most historians who have given much. thought to their 


tools, not simply as a handicap but as characteristics that make history 


a discipline sui generis, beyond the help of the enumerative, experi 
mental procedures of science.” Frequently historians react to thes 
limitations by asserting that history is a “consumer of theories” but 
that it cannot pretend to generalize or even to test generalizations.” 
Even in this case, however, they are extremely chary of exercising their 
consumer sovereignty. Popper, for example, after implicitly limiting 
historical explanation to only “trivial universal laws,” goes on to limit 
history further to those preconceived theories that determined which 
facts were deemed sufficiently interesting to be recorded. 

Anyone who has attempted to explain what happened from hi: 
torical evidence or to present in an orderly fashion a set of historical 
data is not likely ever again to underestimate the seriousness of the 
difficulties which history imposes upon the search for causes. But the 
step from this recognition to a denial that the rules (that is, the tools) 
of scientific explanation hold for historical explanation is a false and 
unnecessary step. First, the distinction between disciplines that con 
sume theories and those that produce theories is misleading. The mor¢ 
sophisticated version—that there are pure generalizing sciences which 
test universal hypotheses, applied generalizing sciences which predict 
specific events, and history which tries to explain specific events—is 
a similarly empty distinction.’ Explanation is prediction: an explana 
tion links a subsequent event or prognosis to a set of init il conditions, 
using some statement of invariant relationship to make the link. And 
testing a universal hypothesis consists in using the least general, lowest 
level hypothesis in a deductive system as a predictor, applying it to 
a particular empirical case. All three, then, have in common the appli 
cation of hypothetico-deductive systems to empirical material; no 
scientist or economic historian can consume a theory without testing 
it. Second, repetition is not the distinction between the natural, that 
is, experiential (that is, historical) sciences on the one hand, and the 
experimental sciences on the other. Historical events, in their infinite 
complexity, cannot be reproduced. jut expcrime¢ nts cannot be re peat d 


nts discu 1 in Patrick Gardine The Nature of Historical Explana 
Ga 
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with all the variables the same, either. As Harold Jeffreys points out, 
if repetition were the important clement in testing scientific hypo- 


theses, “astronomy would no longer be regarded as a science, since 
the planets have never even approximately repeated their positions 
since astronomy began.” " Nor is the control of the experiment a dis- 
tinction of principle. An experiment is a fact, a re alized state. From 
a set of initial conditions, nature—which does not give second chances 
or alternative courses in a deterministic world—sets the course. It can 
make no fundamental difference in our reasoning processes whether 
the conditions have been set by an experimenter or by nature. 

Finally, it is frequently asserted that while historians may use theories 
or generalizations as searchlights or road maps, they cannot be sub- 
mitted to precise tests to determine whether they are or are not ap- 
plicable. The putative reasons for this have to do with “the difficulty 
of formulating the underlying assumptions with sufficient precision 
and at the same time in such a way that they are in agreement with 
all the relevant empirical material available.”” In short, it is argued 
that historical events are unique, and that the evidence, including the 
length of Cleopatra’s nose and the presence of the Archduke at 
Sarajevo, cannot be reduced to fit the “underlying assumptions” of 
a generalization or universal hypothesis. In formal terms, this implies 
that while historical explanation does presuppose regularity, it must 
be assumed that the random elements will dominate the causal system 
and that the random elements are differently distributed at every 
moment of historical time. The language in which this problem is 
generally discussed—the “infinite subject matter” of history, the im 
ponderables, etc.—simply masks the fact that explicit assumptions 
about the random variables must be made in historical explanation 
ds elsewhere. 

The view that everything is unique, that there is no repetition or 
constancy in human behavior patterns, has had a pronounced influence 
upon the selection of material for studies in economic history. This is 


evidenced by the preoccupation with biographies, the preference for 


Scientific It 
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narrow case studies of unusually prosperous or influential persons and 
groups, and the concentration upon very limited periods in historical 
time. Modern examples of this tendency in economic history can be 
found in the studies conducted under the heading of entrepreneurial 
research. That the entrepreneurial approach, with its acknowledged 
debt to Schumpeter (one of the most positivistic builders of complete 


and pervasive models to have graced the economic profession), should 


have taken this direction is particularly intriguing. There is nothing 
inherently wrong with this kind of historiography; it is extremely 
useful if related to general historical patterns or theories of economic 
behavior. The difficulty is that these relationships, which are per se 
inimical to the professions of uniqueness, are specified in only a few 
of the better entrepreneurial studies. 

It is not the fact that “in history anything can happen” that makes 
it so difficult for historians to generalize or, by extension, to test hypo 
theses. It is wordmongering to suggest that historians can interpret, 
assess, make judgments, but not conclude or test or generalize. When 
one says “in history anything can happen” and therefore that the 
student of history can only attend to the particular event which has 
indeed occurred, one means to say that there are too many random 
variables in the available generalization and that, since we do not 
know the distributions of these variables, we had better give up ¢x 
planation and concentrate upon recording facts about specific events. 
But explanation in a historical system can be interpreted as the esti 
mation of probabilities of transition from one state to a succeeding 
state, given the initial conditions and a causal law or generalization. 
In that interpretation the task of the economic historian is to search 
out the variations in the exogenous variables, that is, to add to the 
set of empirically realized independent conditions. Unfortunately, data 
are not found with neat labels—‘condition” and “observation-sentence” 
or © exogenous, endogenous, and random.” The response to this fact 
has too often been to fall back upon uniqueness and to deny the 
possibility of establishing causal hypotheses. In the luxuriant diction 
of Croce, “The material of history is the singular in its singularity 
and contingency, that which is once and then is never again, the 
fleeting network of a human world which drifts like clouds before 
the wind and is often totally changed by unimportant events.” “” The 
resignation implied in this statement is, of course, neither universal 


10 Oyoted in G. Salvemini, Historian and Scientist (Cambridge: Harvard University Pre 


1939 
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nor necessary. Consider a stochastical causal system, containing two 
sets of variables which, if statistically identified, will be labeled “exog- 
enous” and “endogenous” or perhaps “cause” and “effect,” and a third 
set, the random variables. This third set provides us with the proper 
meaning of the uniqueness of historical events: within this set is 
included the “singularity and contingency” of history, chance, and 
the differential value of the individual. Historical, stochastical systems 
have been described as incomplete causal systems, implying that the 
distribution of the excluded variables must be made an arbitrary func- 


11 
tion of time Economic generalization from this approach depends 


upon the economic historian not for the accumulation of infinite 
detail about some period but for the conscious, deliberate identification 
of variables and the estimation of transition probabilities. 

Does this view simply force the economic historian into the position 
of being a miner of cases and facts for the econometrician? Not at 
all. If his intention is indeed to know about and explain specific, 
historical events, then it 1s our contention that he must follow the 
rules of scientific explanation. To explain an event one must be able 
to estimate a range of admissible possibilities, given a set of initial 
conditions and a causal or statistical law. The phrase “in history 
anything can happen” can hardly be a satisfactory estimation of the 
range of admissible de velopments for many economic historians. Like 
other economists and other scientists, it must be their aim to narrow 
the range of possibilities, to explain why the particular realized devel 
opment did in fact occur. It 1s not necessary, however, to read this 
as an insistence upon strict determinism. There have been brilliantly 
ambitious attempts by economists to establish completely determined 
or total explanations of economic behavior. But these economists have 
been too often loath to admit the possibility of deviations or exceptions 
to their hypotheses; they have sought to encompass within one model 
all the necessary materials to explain in its entirety the social behavior 
under study. Outstanding examples of total hypotheses about econom 
behavior can be found, of course, in the work of Marx, Tawney, 
Schumpeter, and Selig Perlman, although in some cases more ambi- 
tion was attributed to these writers by critics seeking appropriate 
straw men than by the originators themselves. The extreme of deter- 


minism may be found in the following statement of Engels: “In default 
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of Napoleon, another would have filled his place, that 1S established 


by the fact that, whenever a man was necessary, he has always been 
found.” '* A particular cause is neither a wholly random event not 
a sequence rigidly ordained through all time. 

At the extreme of determinism, it might be thought that history, 
since it involves purposive behavior, that is, motivations and goals, 
can often be explained only teleologically. Most teleological explana 
tions, however, as has been pointed out by Hempel and Oppenheim 
and by Braithwaite, can be reduced to causal explanations in which 
(1) intentions, and (2) the belief, before the action, that a course of 
action will achieve the intended result, provide sufficient antecedent 
conditions.'* Where intention cannot be made evident (a more fre 
quent and serious problem in the biological sciences), goal-directed 
activity, that is, teleological causal chains, can be demonstrated if, but 
only if, it can be shown that there are many alternative activities, clearly 
directed toward a single goal, operating under varying preconditions. 
In any event, teleological explanation, however attractive in suggest 
ing that we “understand” historical behavior, has very little predictive 
power. It is dificult to imagine that many economic activities require 
to be explained in terms of inherent tendencies toward distant 
goals. 

Narrowing the range of admissible possibilities may sound decep 
tively like what historians mean when they assert their interest in 
finding particular causes by gathering more and more data about spe 
cific events. But knowing more about an event increases our chance 
of explaining the event only if we can connect the information causally. 
And these connections depend upon our ability to subsume the data, 
the event, under appropriate causal regularities; that is, explanation 
depends upon the availability and proper use of theoretical generaliza 
tions. Furthermore, explaining a specific event means the fitting of 
some aspect of a specific time-and-place (in our case an economi 
aspect) into the narrowest possible causal sequence, Specific explana 
tion cannot usefully mean that we should be able to predict from the 
set of initial conditions all the complex contemporary characteristics 
of the time-slice. An economic historian interested in finding explana 


tions for specific events has for his goal the ability, given 
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historical data, to predict the likelihood of the most explicit set of 
14 





admissible outcomes. 


IT] 


Argument over the nature of historical causality has had a peculiar 
impact on the statement of historical findings and the nature of his 
torical investigations, as we have just seen. In essence, it has bred 
unnecessary extremes. 

The continued existence of these extremes is curious because both 
are rejected today by modern philosophy and science. This rejection 
holds true regardless of whether the data are of historical or experl- 
mental origin.’ The presently accepted scientific objective is to seek 
as complete explanations as possible but to deny total exactitude as, 
indeed, even being attainable. Total explanations remain a goal, sought 
for but never fully attained. 

With this admission of human imperfections, the statement of a 


hypothesis becomes, for example, in notational form as follows: 
X=at+bY+e 


where the X and Y can bi interpreted as observable variables, the a 
and 6 as behavior parameters, and the e as a random error term. The 
important conceptual change is contained, of course, in the addition 
of the final or ¢ term. In the jargon of modern statistics, it changes 
the statement of a functional relationship from that of an “exact” 
hypothesis to a “stochastic” hypothesis. The existence of errors repre- 
sented by the ¢ term is commonly attributed to the influence of omitted 
variables or errors of observation in the X variable, although this dis- 
tinction is sometimes difficult to make in practice and is perhaps even 
philosophically indefensible as well. Thus the e term represents in 
historical hypotheses the impact of those influences that have a §po- 


radic, unsystematic influence on the dependent or X variable; e can 


also represent the errors due to human frailties of observation or, in 


experimental situations, the influence of certain variables that have a 
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slight influence on X but are not under experimental control. Much 
of modern statistics is concerned with identifying and deducing the 
consequences of different behavior patterns on the part of error terms. 
However, the almost universal behavioral assumption, and certainly 
the most important from the standpoint of the present discussion, 1s 
that ¢ is randomly or unsystematically distributed. To attain this ob 
jective one must have a model that includes all the systematic influences 
as explanatory variables, that is, as Y terms. Indeed, the existence of 
an error term that has systematic or nonrandom behavior indicates 
that a model is incomplete, that it has an insufhicient number of ind 
pendent or Y-type variables. 

The importance of this seemingly slight modification in the formula 
tion of empirical hypotheses is tremendous. It means essentially that 
one can encompass deterministic or systematic factors and unique ot 
unsystematic factors within a single and also consistent model; both 
influences have a role in the stochastic formulation of hypotheses and 
both help explain behavior. 

The systematic factors explain the central tendencies of behavior, 
that is, the 

X =at bY =X-e 
“part” of the above function. The term central tendency is applied 
to the systematic components because these influences are construed 
as explaining some sort of mean, average, or median of behavior. 

The remainder, or nonsystematic component of behavior repre 
sented by the error term, has been in essence the preoccupation of 
the noncausal school. An emphasis upon the random, exceptional, 
or deviant experience perhaps makes sense in the study of social, 
military, and political history since in these fields the play of indi 
vidual factors and strong personalities is like ly to be more pronounce d 
and important. However, even there a tendency toward analyzing 
specific unique instances has perhaps been grossly overdone. What 
ever the merits of the causal approach may be in these other historical 
studies, it is absolutely certain that the exceptional, unique, or non 
systematic experience is not what the economist is seeking in historical 
data. As a social scientist with a strong orientation toward publi 
policy problems, the economist secks to establish theories with at least 
some generality and timeliness. He is interested therefore in the 
tematic, repetitive aspects of economic behavior. Consequently, the 
economic historian should not be surprised if the economist shows 


little interest in the social competence and family relationships of 
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some nineteenth-century merchants—wnless it is previously or con- 
comitantly established that social competence and family relationships 
help to explain the successes or failures of individuals in general. The 
economic historian, in sum, should seek the limited generalization 
that is the objective of all science; only if that course is adopted can 


econom history expect to influence the development of economics. 
IV 


Undoubtedly the most freque ntly cited objection to the employment 
of more formal quantitative techniques in historical studies is that 
the intrinsic nature of historical data and hypotheses absolutely pre 
vents such quantification. This objection has been made in two basic 
forms: (1) there are simply not enough data of a quantitative nature 
to permit the formal testing of quantifiabl. hypotheses; and (2) even 
if these data were available, historical hypotheses are very often of a 
qualitative or subjecti e nature and are therefore untestable by quan 
titative methods and data. 

The existence or nonexistence of historical data in a quantitative 
form is, of course, a question essentially of fact, the negative attitude 
being that such data do not in fact exist. Since those who make these 
statements are usually reputable historians, familiar with the sources 
of their particular period or periods of study, it is rather difficult not 
to give their statements credence. However, there are some fairly 
obvious reason: why one might contest the accura y of thei historical 
finding in regard to data. In the first place, the training of historians 
does not tend to orient investigators toward the discovery of quantita 


tive records; for example, the economic historian who has received 


his basic training in history (often from a social, political, or military 


historian) tends to adopt the historian’s preoccupation with diaries, 
letters, and contemporary journal articles as source documents. By 
contrast, quantitative records are likely to be found in different places; 
in the records of government offices, business firms, savings institu 
tions, insurance societies, agricultural societies, etc. The interpreta 
tion of such documents will often require, moreover, certain technical 
skills that the ordinary historian does not possess. For example, nine 
teenth-century accounting documents are crude, to say the least, and 
their interpretation often requires the skills of a reasonably well-trained 
accountant, preferably one who is well versed in the history and de 


velopment of accounting techniques. 
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In support of the contention that the lack of quantitative data may 
be as much a function of the historical viewpoint as of actual cir 
cumstances there is also mounting evidence that quantitative historical 
data are available. The National Bureau Conference that preceded 


these meetings was replete with illustrative examples; the work of 


Hoffman, Hansen, Cole, Evans, Beveridge, Gerschenkron, Kuznets, 
and many others provides fine earlier examples of such availability.” 
In short, the scarcity of quantitative historical data may be more 
imagined than real and rather readily remedied by a slight redire« 
tion of historical training and outlook. 

The contention that the qualitative or subjective nature of historical 
hypotheses rules out testing by quantitative data poses substantially 
more subtle probl ms that are also somewhat more difficult to answer. 
Unfortunately, the subject has been badly obscured by a number of 
misconceptions. Thus the most rewarding approach to answering this 
assertion would appear to be essentially negative, stating what quan 
tification does not mean or require and only implicitly what it does 
mean. 

To begin, quantification does not require, as is often thought, a 
continuous scale of measurement for all the variables involved. It 1s 
only necessary that there be classes, that is, that certain of the observa 
tions are differentiable from the others. There need be, moreover, no 
more than two classes; thus an investigator might need to know only 
whether the answer 1s yes or no, or the color is black or white, et 
A large number of historical hypotheses involve such elementary classi 
fication schemes. A common difficulty in the past has been that on 
man may concentrate on counting the items in one box and another 
man will count only the items in the other box. As in the story of the 
blind men and the elephant, the result is not surprisingly very different 
interpretations. Two good examples of this difficulty can be cited. 

4 


First, the difference of opinion between Selig Perlman and Sumner 


Slichter about the bases of union organization might be explained 


by the fact that whereas Perlman’s investigations usually concentrated 


on declining industries, Slhic hter focused his ittention upon Cxpal ding 
ectors of the economy. The conflict of Interpretation between th 
Hammonds and Ashton 1s similarly reducible to their concentr: 


upon different boxes of evidence on the English industrial revolution 





538 John R. Meyer and Alfred H. Conrad 


Clearly, a good investigator should count all classes—and introduction 


of this simple principle into historical studies would be a significant 


methodological advance in and of itself. 

Quantification also does not require direct observation of every 
state of mind, every motive involved in the particular aspect of human 
behavior under study. Such insistence on direct data about qualitative 
or subjective mental state is akin to what has been appropriately called 
“questionnaire myopia,” which leads those so afflicted to insist that the 
only way to find out what people are thinking is to ask them. For 
example, the reliance upon diary and personal letter sources that 
characterizes a good deal of historical writing is basically equivalent 
to a questionnaire approach. As social psychologists have pointed out 
many times and as modern poll takers have discovered on several 
occasions, the questionnaire procedure may be one of the worst ways 
of finding out people’s real motivations. 

secause of the difficulties involved in directly measuring subjective 
mental states or attitudes, a major preoccupation of modern psychology 
has been to infer or measure mental states indirectly. Factor and prin 
cipal component analysis, scaling techniques, and much of modern 
learning theory are aimed at achieving this objective. With these tech- 
niques an attempt is usually made to infer backward from certain 
objective or observable measures, such as test scores. The historian 
cannot, of course, set up such tests to measure the attitudes of the 
deceased individuals with whom he is dealing. This deficiency does 
not, however, constitute any final or absolute deterrent because objec- 
tive evidence of mental attitudes is often available in forms other than 
test scores. Such evidence is commonly generated, for example, in 
the normal course of daily business events. Thus the behavior of cer- 
tain accounting values, such as the level of liquid assets, the rate of 
investment, and the utilization of different financial sources, may 
yield excellent objective evidence on the mental preoccupations and 
attitudes of businessmen. In fact, the way in which businessmen 
respond to these values is as likely to be indicative of their attitude 
toward liquidity preference and sales expectations, etc., as what they 
enter in their diaries. 

All these techniques are equivalent, of course, to nothing more or 
less than the utilization of indirect evidence to verify a hypothesis that 
cannot be directly verified. Thus in a large number of cases a histori- 
cal investigator can deduce the quantitative consequences of certain 
behavioral hypotheses even if the hypothesis itself is qualitative; or, 


in the same vein, he can very often deduce certain indirect quantitative 
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consequences of behavioral biypathneons that may be quantitative in 
character but lack direct quantitative evidence. The first case, the 
use of quantitative evidence to verify a qualitative hypothesis, is per 
haps the most important to the economic historian. Let us illustrate 
the technique by citing specific examples. 


Example 1: In a paper on Negro slavery in the antebellum South presented 
before the National Bureau of Economic Research Conference on Research in 
Income and Wealth, the present authors. were faced with the problem of quan 
titatively testing the old historical question about whether the typical southern 
gentleman | anter could bring himself to indulge in the slave trade. Duar 

have been. s« arched many umes with different se archers arriving at very 

ent results. In essence, these differences ae from the fact that it was 
considered ini me than genteel and refined for a southern gentleman 
to ecnpapye in slave breeding and trading. As a consequence, slave transactions 
in diary entries were often euphemistically described as operations to get rid 
of some troublemakers or young laggards. Those who like to retain notions 
about the superior refinement and gentility of the southern plantation culture 
usually chose to interpret these diary entries at face value; those who denied 
any such qualities in the antebellum South chose, of course, to look upon thes 
diary entries as mere euphemisms. Within the context of the diary data ther 
was obviously no way of resolving these diflerences. Onc meter however, deduce 
the type of age and sex distribution of the Negro population that would be 
likel if slave breeding and trading was widely indulged and what pattern 
would be likely if it was not indulged. Data on such population distribution 
are available in early American censuses and when obtained were found to 
verify the skeptics, hence justifying the use of the word cuphemism as des rip 
tive of the diary entries. 

Example 2: Michael Lovell, in an article on the Bank of England to appear 
shortly in Explorations in Economic History, reconsiders the often debated que: 
tion of whether the Bank of England was engaging in central banking practices 
in the early eighteenth century; here the diary entries, in this case the delibes 
ately edited record of bank board mectings, are confusing and inconclusive. 
Hlowever, there are available time series on eighteenth-century bankruptcies 
bank reserve ratios, and discount rates. Lovell has inferred the results that might 


1 


be expected in the behavior of these series if a central banking policy was 


followed and he has tested his deductions against the actual data. He found, 


| 


contrary to others, that central banking apparently emerged at a very ¢ irly date 


in eighteenth-century England. 


The agreement of certain actual conditions with deduced conditions 


does not imply, of course, that the original hypothesis is necessarily cor 


rect. This is so because there may be other initial hypotheses from 
which the same observed conditions can be deduced. We are able, 
short, to re ject a hypothesis but not to accept one hypothesis over all 


others. In agreement with the principle enunciated in the last section, 
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it is highly probable that a particular hypothesis was formulated and 


tested in the first place because it was suggested by other established 
information about the subject. The empirical test in that case serves 
essentially to strengthen at a minimum our subjective beliefs in the 
truth of the hypothesis. And that is no little or mean advance 

It 1: also worth noting that once the consequences of a hypothesis 
have been thoroughly recognized, data problems are likely to prove 
less severe than first believed. Thus working out the consequences ol 
a hypothesis often reveals that the behavior of a larger number of avail 
able quantitative series is relevant to testing a hypothesis than was 
initially believed to be the case when the hypothesis was considered in 
its simple undigested state 

The inverse of this problem of the indirect deduction of consequences 
is the logical issue of the counterfactual conditional. It has been re 
cently argued by some historians and philosophers of history that the 
inability to reduce all lawlike conditional statements in history to 
verifiable propositions makes causal explanation and generalization im 
possible in history.’ For example, to assert that “If the Civil War had 
not occurred, the South would have abolished Negro slavery in an 
orderly fashion within one generation” is to propose a counterfactual 
or subjunctive conditional for which no procedure of verification or 
falsification is possible. However, granted that counterfactuals cannot 
be directly tested, it is possible to consider the statement within a valid 
deductive system, independently of the acknowledged falsity of the 
conditional clause. Then, without being able to demonstrate any given 
instance of the counterfactual, it may be possible to verify or falsify 
some other proposition higher up in the deductive chain. The question 
of whether the negative of the (falsified) higher level conditional 1s 
cotenable with the subjunctive prediction can then be asked. In the 
slavery ¢ xampl we examined the higher level hypothesis that slavery 
was not pront ible 1 the anteb llum South, from which the conditional 

tence above is derived. The falsification of the higher level hy 
pothesis, while it may not provide final proof, will support something 
stronger than an indefinite interpretation. It is not our intention to try 
to argue away the logical problem of the counterfactual conditional for 
historical causality, but simply to assert that it is not in principle neces 
sary to treat historical counterfactuals as always irreplaceable. If we 


recognize the position of a subjunctive conditional in its hypothetico 
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deductive system, we can frequently devise at least a test of cotenabil- 


18 


ity. 


A more scientific approach to the study of economic history has been 
advocated in the preceding discussion. This raises the inevitable ques 
tion of whether such advocacy extends to the introduction of the very 
formal and complex techniques of modern probability statistics into 
historical studies. Answering that quesiion in a simple categorical 
fashion is difficult, since there are at issue such complex problems as 
the central disagreements separating the so-called subjective and objec 
tive probability schools. 

The objections to using formal probability tests may be broadly 


classified into two major categories. First, there is a serious question 


about the appropriateness of using probability models with historical 


data. Although all the randomness, normality, and other assumptions 
which commonly underly probability models might be met in thé 
scientific laboratory or in a well-designed sample or questionnaire 
study, there is little doubt but that the assumpwuions are not met by most 
historically generated economic data. 

Even with the-many recent advances in the development of analytical 
tools for use with economic time series, the application of formal 
econometric or statistical techniques to the analysis of such data r 
mains fraught with hazard. For example, the economic statistician 
must usually behave, for want of better knowledge, as if his total de 
grees of freedom equal the total number of available observations; | 
cause of the lack of randomness in the generation of his data, this a 
sumption is rarely met. Similarly, most probability tests are based upon 


the assumption that sampling is from a large universe and involve 


techniques for inferring the properties of the universe from a small 
sample. But the economic statistician-cum-historian usually cannot b 
selective; he has in fact SO few obs« rvations that he must employ all 


that are available. Nor is this problem solved either by the mere pass 
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ing of time and the accumulation of additional data on new years or 
by the extension of research into the past and the accumulation of new 
data on old years. Such extensions can make an empirical study apply 
to a far wider range of economic structure than can usually be encom- 
passed within a tractable statistical hypothesis or model. That is, the 
greater the number of years covered by the empirical study, the fewer 
institutional or structural conditions that can be considered fixed, and 
consequently the greater the need for expanding the number of spe- 
cific explanatory variables included in the model. This is essentially 
the dificult problem of “structural change” that makes the economic 
theorist’s box of ceteris paribus conditions something else than fixed. 
This problem has plagued many modern econometric applications, even 
though these studies have usually been confined to limited time spans 
of between twenty and thirty years. 

The limitation on the years included in these studies has not, of 
course, been due either to mere capriciousness or to the admitted limi- 
tations on available data. Even when longer time series are available 
it is not uncommon to find the investigator limiting his attention to 
a few specific years; war years, drought years, severe depression years, 
or years of similar catastrophic occurrences are commonly eliminated. 
This selection of data is obviously dictated by the fundamental scientific 
precept of trying to control as many influences extraneous to a hy- 
pothesis under test as possible. As was pointed out in Section III, the 
modern scientist seeks the most simple explanatory hypothesis obtain- 
able that is consistent with his objective of including all systematic 
influences in his model. 

By contrast, it has been frequently asserted by historians and others 
that the necessity to explain not only Aow the individual or group be- 
haved but why involves a long chain of causes infinitely far back into 
the past."” This harping on an infinite regress of explanation back to 
some first cause is really a confusion between the necessity of a com 
plete explanation, a total cause, as opposed to the specification of the 
sufficient antecedent conditions and appropriate general laws and, pos 
sibly, a necessary condition. The criterion for suppressing “causal an 
cestors” (and causal laws) should be, in keeping with general scientific 
objectives, the effect upon the predictive power of the explanation. This 
is What Popper referred to when he spoke of the fact that we “tacitly 
assume a host of rather trivial universal laws” and concentrate upon a 


“a3 Limitations o cenoun Method in Ecor 
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sufficient condition, assuming “certain initial conditions hypotheti 
cally.” Most journalistic causal explanations, clinging to the canon 
that there is nothing so dead as yesterday's news, have little predictive 
power; at the other extreme, it is not necessary to demonstrate the se 
quence between the rise of Protestantism and the development of capi 
talism in order to explain the Great Depression of the last quarter of 
the nineteenth century. There is obviously no single rule to be offered; 
also obviously, a condition that cannot reasonably be assumed should 
not be omitted from mention. First causes aside, insufficiency in ex 
planation is more likely to occur where conditions are catalogued in 
detail and the necessary empirical regularities are not made explicit. 
But all this is small comfort to the empirical investigator attempting 
to give his hypotheses tests of more formal content. He is obviously 
caught in a dilemma wherein his efforts to obtain more quantitatively 
reliable tests will often involve him in unwanted, intractable com 
plexity. 

However, even if this dilemma and the related difficulties created 
by the “unrealistic” assumptions of objec tive probability models could 
be handled, and there are many ingenious devices available today to 
make handling them more nearly attainable, most of the formal sta 
tistical probability tests for hypotheses are overly stringent. Above all, 
they assume no prior knowledge about the probable accuracy of a 
hypothesis under test. This is obviously a rather dubious assumption 
since an investigator would rarely test a particular model if he did not 
attach an a priori probability greater than zero to its chances of being 
correct. A strict mechanical application of probability tests therefore 
raises the serious possibility of rejecting hypotheses when they should 
not be rejected (although it should be recognized that this tendency 
toward too easy rejection may be partially or more than offset by coun 
terbalancing influences, such as overestimation of the degrees of fre 
dom contained in historical time series). 

Despite these many drawbacks to formal tests, there are substantial 
and, in our view, almost compelling advantages to using objective 
probability tests wherever there is at least reasonable approximation 
between the assumptions of the probability models and the actual ci 
cumstances which generated the data. Unquestionably the greatest of 
these advantages is that the tests are widely known and well under 
stood. This greatly simplifies the communication of scientific findings, 
since the very formality or rigidity of the tests minimizes the role of 
personal predilections or a priori attitudes in assessing the empirical 
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results. Phrases such as “a significant difference,” “a significant find- 
ing,” “a reliable predictor,” and many others that regularly occur in 
empirical studies, whether or not they are formal in character, have a 
definite meaning when interpreted in terms of objective probability 
tests. (Though such phrases are freely used in the absence of formal 
techniques, their meaning in such applications is frequently less than 
universally understood.) In addition, there is at least a heuristic gain 
arising from the fact that the formal tests are quantitative. Explicitly, 
the formal tests attach an actual numerical probability to the correct- 
ness of the hypothesis in the light of the observed results. This intro- 
duces the question of relative plausibility into the empirical procedure 
and consequently he Ips the investigator to scale the degree of belief, 
an intrinsically ordinal concept at the very least, that should be placed 
in the hypothe S15. 

There are, in sum, substantial advantages as well as disadvantages to 
the introduction of more formal procedures in the evaluation of his- 
torical hypotheses. The question therefore arises: Is there a satisfactory 


compromise that embodies maximum advantage with minimum dis- 


advantage ? Ideally, the best procedure would appear to be one in which 


the formal tests were adapted or altered to take account of a maximum 
of a priori information. This leads, admittedly, to an essentially Bayesian 
approach to statistical inference. The difficulty of the Bayesian ap- 
proach is, of course, that it bogs down in a morass of subjectivism un- 
less the prior notions and probabilities are fully stated. These are difh 
cult matters to communicate effectively and completely. As such, one 
may wonder whether the ideal can ever be achieved. 

Short of the ideal, the formal tests do constitute at least some guide, 
furthermore a well-understood and objective guide, to determining the 
kind of confidence that should be placed in a given hypothesis. If the 
overly stringent nature of most of the tests is remembered, and if 
proper allowance is made for the discrepancies between the underlying 
probability assumptions and the conditions existing in the actual world 
of historical data, hypotheses that pass the formal test should gain, at 
a minimum, substantial intuitive attraction. 


If we take from history the discussion of why, how and wherefore each thing 


was done and whether the result was what we should reasonably have expected, 
what is left is a clever essay but not a lesson, and while pleasing for the moment 
ol no possible benefit for the future.?! 

Polybius 


Joun R. Meyer anp Atrrep H. Conran, Harvard University 
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SUMMARY OF DISCUSSION AND POSTSCRIPT 


HE panel discussants were Martin Bronfenbrenner, Raymond de 


Roover, Evsey D. Domar, Douglass C. North, P. Goran Ohlin, and 
Arthur Smithies. There was also extensive discussion from the floor. Instead 
ol summarizing each participant’s comments § parately, | have tried to 
group, them around the main themes of the two papers. Because of shortag: 
of time, this summary was not cire ulated among the participants for review. 


It is therefore my own version, and errors should be charged to me. 


Three main themes of Rostow’s paper were stressed in the discussion 
(1) the em} hasis on the proble m-oriented approach; (2) the use of economi 
theory in work on economi history, with the prospective extension ol 
theoretical analysis to noneconomic aspects Of society; (3) the concentration 
on economic growth in the integration of economic theory and economi 
history. 

(1) As might have been expected, some participants cautioned against 
the implication (probably not intended by Rostow ) that there be a wholesal 
shift to the problem approach. Such a shift would mean the abandonm«¢ nt 
of much work in the fields of both economic history and economic theory 
that is guided largely by interest in past developments and in th mechanisms 
of interrelations among economic variable s without direct bearing upon 
some specifically defined problem of policy or theory (the latter meaning 
some theoretical dispute). To put it differently, if problem orientation is 
the most promising path In integrating economik theory and economi 
history, there should be a sufficient variety of theoretical hypotheses and an 
abundance of findings in economic history to integrate. Such variety and 
abundance can be achieved only if theorists and historians are guided by 
diverse interests—in addition to that in the major current problems of 
theory and polic y. 

Indeed, It Was argued that not to orient empiri il (and theoretical ) 


reseal h to problems the latter as defined by Ro tow would pe rmit fuller 


scope. For ex imple, while much ot the work published by the National 


Bureau of Economic Research has no direct bearing upon specific problem 
the estimates and findings themselves—intended for a wide varie 

use: cannot be criticized on the ground of significant omission 
valuable historical accounts that were not intended to yield polic y 

or resolve theoretical quandaries, are all the more valuable be LuUS¢ thei 


l i] 
scope was not narrowly determined by specih problem orientation. One 


| | 
might also find analogies in work on pure theory 


(2) On economic theory as a tool in the work of economic historians (: 


point also strongly implied in the Meyer-Conrad paper), the discussants 
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were concerned chiefly with the specific theory to be used, the implication 
being that there is no single accepted body of economic theory. This point 
is most relevant if integration of economic theory and economic history is 
to be understood widely, rather than focused (as Rostow suggests) on the 
study of economic growth. 

While the discussion here was somewhat confused, the importance of 
the question can be illustrated by referring to the existence today of various 
strands in economic analysis—even disregarding such a major division as 
that between Marxian and non-Marxian economics. Within the latter, which 
is of greater relevance here since it is not limited to implications drawn from 
a preconceived doctrine, we find substantial differences in formulation of 
relations among important variables (as exemplified by the positions ot 
the Keynesian and the more classically minded groups on effects of interest 
rates and other tools of monetary and credit policy upon investment and 
employment). Does the use of theory mean that one of the alternative 
approa¢ hes should be adopt d? Or are both to be employed, and 1S the role 
of the economic historian to be tester of oversimplified hypotheses ? 

It should be noted that Rostow answers these questions by urging that: 
(a) theory be used only for checking factors to be kept in mind and for 
some partial analyses; (b) theoretical work be extended toward formulation 
of generalizations on the morphology of economic growth—a matter for 
the future rather than one of using existing economic theory tools. 

(3) Concentration on the study of economic growth was felt by several 


discussants to limit unduly the field of economic history. The study of 


fluctuations, short and long, 1S presumably another important field. And 


if “growth” means unidirectional increases of the type associated with modern 


developed countries (and Rostow’s orientation to the problem of under- 
deve lope d countries strongly sugyests suc ha de finition), sure ly the economic 
life patterns of societies not characterized by such growth are also of mayor 
interest to economic historians. 

Although at first the problem may appear to be one of definition only, 
| believe that the que stion reaches more deeply. One might argue that 
growth means also stability and decay and that the study of slowly 2TOW 
ing, stagnant, or ck caying societies 1S also concentrating on economi growth. 
One might argue that since, in empirical research, growth, that is, long 
term trends, cannot be described and studied without knowledge of short 
term changes in order to be able to abstract from them, the study of growth 
means, inescapably, also the study of the shorter term fluctuations. Thus 
growth can be expanded to mean all changes over time, and it Ww then 
conceive of thes change S as applying to agyregates as well as to their 
components, on a nationwide, industry, region, firm, etc. basis, no significant 
limitation upon the scope of economk history results. 


1] 


But this int rpretation is merely a semantic caprice. Rostow calls for con 


centration on econom1i growth, and concentration does mean limitation. 
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Such limitation is warranted in Rostow’s judgment: the implied emphasis 
and corresponding allocation of resources for study within the field of eco- 
nomic history would presumably be most productive of valuable, problem 
oriented research. The question raised in the discussion is thus a real one 

whe the r the limitation would lead to neglect of other fields ot work, whose 
cultivation might, among other results, contribute to a better analysis of the 


processes of growth themselves. 


II 


The discussion of the paper by Meyer and Conrad can be summarized 
under three heads: (1) the structure of the hypothesis as exemplified by 
the equation in Section III, (2) the problem of quantification, and (2) the 
meaning of the e term and the problem of testing. The three topics are 
interrelated but some clarity is gained if they are treated separately 

(1) Much of the discussion concerning the adequacy of the structure of 
the causal hypothesis as exemplified by the equation can be summarized as 
follows. In the attempt to present and account for significant changes in 
economic society, the economic historian is confronted with many variables 
and a large variety of possible interrelations among them. The choice of 
the variables to be emphasized is therefore not easy; and traditional eco 
nomic theory is of little help since it is devoted largely to drawing implica 
tions from a sharply defined and correspondingly abstract system of market 
relations, whereas the economic historian perforce emphasizes the institu 
tional changes that affect the scope and conditions within which the market 
system operates. The choice of interrelations to be stressed is similarly dith 
cult and only a few can be expressed by the simple linear parameters 
gested by the equation. To be sure, the equation used is only an illustration, 
and the authors certainly did not mean to ex lude more elaborate models 
with many more variables and more complicated functions connecting them 
he problems 
faced by economk historians In organizing and interpreting the d: 


course of economi¢ change, allowance must be mad 


But the point remains that in view of the great compl xity of t 
ifa on the 


e for various approaches 
in formulating hypotheses—from selective description and interpretation t] 
appeal on the basis of intuitive plausibility to the more rigid structure in 


which quantifiable variables are sharply defined and specific assumptions con 


cerning the functions are made to permit the combin ition of the 


] | 
an equation even when an ¢€ term to allow for random errors 18 1M luded. 


In parti ular, it was suggested that much of the value of economic history 


lies not in testing narrowly defined hypotheses, but in providing the basis 
< ] 

for formulating them, in other words, in amassing a sto k of hypothese: that 
have been suggested by specih comple KES of historical events To put 


1 
| 


1 1 
Vv, each study in economik history, pDevinning as it must with sor 


View of the economik universe suggest DY « 1gYy XISTING knowledge 


different 
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1 
both historical and theoretical, is an account of a particular stretch of his- 


torical experience into which order has been introduced by a series of either 


known or specially borated hypotheses—of no sharply defined but pr 

sumably as w ord if generality—that add a causal lence, no 
' , atte 

matter how tentative, purely temporal sequence of events. It would 


, ' 
be dangerously confining to demand that each of these causal sequences be 


; ——* : 
expressible as a mathematical equation with all the variables quantified and 
. ' ' , 
with the selected functions simple enough to permit the kind of testing 
] 
called for in the paper 


Another aspect ol the ame argument was brought out in connection with 


1 
the authors’ emphasis on the predictive implications of the kind of causal 
hyy othesis « em lified by the equation It was pointed out that the re 


predictive success ol ven more elaborat economeltr! model: 


pa t three de des 18 far trom encouraging Nor have the models « 


cal and Marxian S hool: been suc 


1 | 1 
the economic vrow of nation: Even the elaborate theoretical hypotheses 


essful in predicting long-term trends in 


LJ 
were altogether too § ) and in the attempt to cast the Variables and the if 


relations mto an easily ae finable mold, sO many important factors and rela 


hions were omitted ven though, for a given str tch of time the analysis of 


W | 
; ' ' 
the error term, that 1 y have provided no indication of these fatal 


omissions), that t oredictions were far from th 
VOrs li ss strictly defined formulations 


proag he Ss 


that loom |: y 1 the analysis ol conomk 

mcasul ible uNnIts. To be sure, as Me yer ind ( onrad 
pointed out, qua imation do § not require reduction to a continuously 
measurable scale: it is sufficient to be able to make “more” or “less,” “smaller” 
or “greater” judgments. But even such judgments can hardly be made with 
out a large margin of error for many historical situations. And it should be 
noted that without a continuous scale of measurement the capac ILy 
criminate amony, and therefor to test, a wide variety of 
pothe ses 18 sharply reduced 

Onc point stressed th cuss ‘ ars tl juantitative 

data, | irticula ) » pus! I time. | ( is little question 
that, unless nalyz l, ui } app. th) jual titatly ord 
for the ear] 
for underdevel 1 cou s is al iless. Such errors 


de lt with | ‘ li io tl \ t ( authors 1d1Cca in their | 


it is mort U ] uUdyvImn 1) economi histori ns should limit t] 


O juanti itive data It 


' , 
judgment that such gaat iV not peen as fully employe 


some ingenuity in their handlin 


1 ’ 
One aspec problem of quantification omitted in the discussion may 
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merit explicit mention. In general, economic processes are more easily meas 
ured than other aspects of social life. Whenever the market mechanism oper 
ates and its use has bec n wide spread a set ol quantt itive weights emerge: 
that can be attached to such countable units as economic goods, labor in 
puts, etc. While som other social processes are also easily measurable (lor 
example, de mographic = still others do not le nd the ms¢ lves easily to count 
ing, or to “more” or “less” judgments (for example, the strength of religious 
fec lings, confidence in the political stability of the state, national m). Con 
centration on quantifial le factors in formulating hypothe secs may mean a 
ce finite bias in the s« lection and too high a price lor a statisti ally test ible 
hypothesis. This is of particular interest in connection with Rostow’s ex 
pectation Ol the extension of theoretical analysis to the noneconomi ispect 
of social organization and life. 

(3) The e term in the Meyer-Conrad paper stands for random errors, 
which in the paper are also described as “unsystematically” distributed, One 
major question raised in the discussion is whether the probability tests of 
hypothe ses permitted by this Interpretation of the e term are valid for the 
kind of situation analyzed in economic history and describable by historical 
time series (even when quantitative records are possible) 

The authors recognize this difficulty (see Section III), but while the dis 
cussion at the meeting could not deal with the more technical aspects of the 
problem, its general tenor suggests a conclusion different from that of the 
authors. Meyer and Conrad conclude that the objective probability tests 
should be used “whenever there is at least reasonable approximation between 
the assumptions ol} the probability models and th actual circumstances which 
generated the data.” The contention of the discussion was, | believe, that 
there are almost no cases in which such a “reasonable approximation” exist: 
For such an approximation we should be reasonably sure that (a) all the 
significant variables and the proper functions are included in the equation 
(before the e term) and (b) the remaining errors are sufficiently close to the 
systematic lack of system which we call “random.” And when does a scholar 
in the social disciplines find himself in the happy position to be able to pro 
ceed on this as sumption? 

One related technical aspect not brought out in the discussion should be 


noted. The authors suggest that “most of the formal statistical probability 


tests for hypotheses are overly stringent.” This statement is correct for the 
reasons viven (that IS, ho weight iS assigned to the hypothe 1S sele tec as 
over against others discarded or not used ) But the formal probability tests 


] 
may not be stringent enough if the unit determining the rar grees ol freedom 


is not properly defined. One would argue that, for example, in a model 


de signed to test a business cycle hypothesis, the number of degrees of fre 

dom is set by the number of cycle units, not by the number of months or 
F ' ' 

years. lo put it differently, in this instance the e term represents random 


errors as applied to a universe of cycles, rather than of years and months (a 
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is all too often done in econometric analysis). The large reduction in the 
number of degrees of freedom that would ensue from such a definition of 
the unit of study would make the formal probability tests far more stringent 


than they now are. The bearing of this comment upon any statistical tests 


to be applied to a hypothesis relating to economi growth is obvious for 


the tests would have to be made in terms of a universe of economic trends. 
The stringency would then become so yreat that the st itistical tests could 
yield significant results fer only a few aspects of economic growth. Con 
versely, the authors’ observation on the reasons why the tests are overly 
stringent would assume so much greater weight that the general utility 


of the tests would become highly problematical. 
II] 


Because no names were attached to the various arguments, the summary 
above fails to bring out on aspect, and | be yin the postscript by comment 
ing upon it, 

The economists among the group, paru ularly the three panel discus- 
sants, Bronfenbrenner, Domar, and Smithies, were rather skeptical of the 
value of greater integration of economic theory and economic history, and 
parti ularly of the use of econometric models and statistical tests as suggested 
in the Meyer-Conrad paper. On the other hand, at least some of the eco 
nomic historians, particularly North among the panel discussants and Ger 
schenkron from the floor, appeared to feel a greater need for reliance (in 
economi history) upon economi theory. It is easy to exagyverate the im 
pression, but it did seem as if almost all economic theorists participating 
in the discussion were doubtful of the value of theory in work on economic 
history, while at least some economic historians felt that it is needed. And 
perhaps the re isa simple explanation for this somewhat paradoxic i] situation. 
Scholars working in the field of economic analysis are all too aware of the 
limitations of their tools; those working in the field of economic history in 
which some of these tools have not been widely used, tend to appraise highly 
the possible returns from such use 

Further illumination of the general topic of the meeting can possibly be 
secured by distinguishing two aspects ot economi theory its conceptual 
framework and its substantive or empirical content. This distinction may also 
help us to perceive morte clearly the role ol quantitative measurement 

(1) In economik theory economic society 18 vit wed iS a relatively self 
contained system of interre lated parts; and the conceptual frame work 1S the 
system of definitions and relations among the defined processes which 


elaborates this VICWw, Such entitues as a good, a price, a market, supply (and 


its schedule), demand (and its schedule ,. the various factors of production, 
etc., represent clearly defined constructs; and some properties are ascribed 


to them, which, given the interrelations, permit the derivation of one from 
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another. The typical illustration is the derivation of a price at the point of 
intersection of upward sloping supply curves and downward sloping de 
mand curves. But far more elaborate “models” are possible, given the wide 
variety of goods, factors of production, and types of markets that can_ be 
distinguished. 

This conceptual framework is not just a result of free semantic invention 
Capital and labor are distinguished, because among the entities that in ob 
servable reality enter the process called production, these two categories 
stand in different relation to us as human beings; because decisions about 
them are in different hands and are likely to be made in response to different 
prices, often for different reasons, and so on. Indeed, every concept of rela 
tion in even the purest of pure economic theory is but an attenuated re 
flection of an observable process or connection in real life. But it is not the 
purpose of these concepts to provide a full picture of reality; nor is the 
attempt to define them closely related to the feasibility of establishing the 
realistic counterpart. They, and the assumed relations among them, are ce 
fined rigidly and unequivocally in order to present an outline of the complex 
economic system that is sufficiently simple to make it comprehensible; to 
show, for example, how such complex social phenomena as determinat 
market prices arise out of multitudes of individual actions of would-be 
suppliers (producers) and would-be buyers (consumers). Furthermore, if 
these concepts and models can show how social processes are determined 
if only in an oversimplified fashion—they can also be used to assist in, rea 
soning as to the consequences of some intervention or disturbance that 
is of direct bearing upon policy problems. 

This structure of concepts related into systems, partial or general, con 
tains, in and of itself, no substantive findings: it is a set of empirically 
oriented tools. Its warranted meaning is best expressed by saying that if 
demand schedule is defined in one way, supply schedule in another way, 
price in a third way, and if participants in the market under freely competi 
tive conditions (strictly defined) are assumed to behave in an economically 
rational way, then price will be set in the fashion indicated in the model 
It is hoped that the phenomena so defined have some relation to demand 
supply, and price as observed in reality; but there is no inner logical com 
pulsion about it in the sense that the definitional system is consistent and 
complete without this empirical reference. 


] 


Ot course economists engage in such Imaginative Castle building in th 


i¢ 


belief that there will be sufhcient resemblance to reality for the model to be 


useful in attempts to deal with explanatory or policy problems. In fact, in 


the designing of these tools a fair amount of empirical substance is incor 
porated; and all too often without explicit prool of its validity. A trading 


instinct is imputed to human nature and division of labor is proclaimed 


Adam Smith to be the main basis of technical progress assertions as to 


fact that are in the nature of historical generalizations. The law of decreas 
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ing returns 1s postulated as a historical law, rather than as a law of factor 
returns under the artificially abstract condition of increasing one factor 


while holding others constant. The Varlous trends in the development of 


capitalism are proclaimed by Marx as valid historical generalizations, rather 


than as inferences from a decidedly partial and oversimplified model, and 
hence clearly dependent upon the dubious validity of that model. The very 
de sire to formulate a simple model of the economk mechanism in order to 
derive hypotheses that would yield determinate answers to questions ol 
policy or prediction is likely to lead to an unconscious bias in the empirical 
content added to the conceptual frame worl , to lead to too easy an assertion 
that economi processes in fact behave in a specih fashion—on the rather 
shaky basis of limited his cal experience gleaned from introspection or 
familiarit with the ord of one or a tew countries. This is not to deny 
ippl 
succession of problems over the last two centuries or even longer, there has 


that in the continuous attempt to y the tools ot economic analysis to a 


been accumulated an empirical substantive content of value. And some of 


these empirical Statement may have fairly wide validity and 1 relatively 


! 
secure foundation in observational data, for example, statements referring 


to general typ solr onse of human nature to increasing economi product 
(the Engel laws in their variety), to the effects of modern technology on th 
scale ot production, ind the like And as Rostow sugges 1, we are be ginning 


to glimpse some general teatures in studying the compal 1V¢ morphology 
ot economu growth in recent centuries. 

But it still remains true that in considering closer integration of economic 
theory and econom history, we are faced vith the use Of various designs 


ol the conceptual frameworl that have been elabor ited largely fol the pul 
| 1 | 


1 ff 1 
pose of providing determinate answers to problems of policy and prediction 


but whose empirical content, proposed as factual, is necessarily shaky. Two 


consequences follow First, the very formulation ot concepts may have been 
} 


| I] peeing 


geared to specinc problems ind must be critically scrutinized befor 


applied to a different range ol} problems. For example, the definition ot 


capital that is most useful in the analysis of short term fluctuations, is not 


necessarily the most useful in inalyzing problems of growth; and the same 
may be true of concepts such as the labor force, the classes o1 types of in 
come, the propensities, the accelerator " and the multiplic rs. Second, the sub 
stantive content of economic analysis must be distinguished from its con 
ceptual framework; what is being asserted as a matter of fact must be sep 
arated from what is being defined as an analytical tool. Whether a sufficiently 
critical use of the stock of analytical tools and of the npr | content of 
economic theory is of promise in the further d velopment of economi 
history is naturally to be judged by those engaged in this field. As an econo 
mist I can only hope that their judgment will be in the affirmative if only 
be 1us¢ extended use of economu theory will help to test the value of its 


tools, and those whose us fulness died with the passing of the problems for 
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the solution ol which they wer de vised can he discarded; ine XK pos the 


narrow empirical basis of premature generalizations claiming wide validity. 
(2) This brings me to the role of statistical measurement as the comple 


i 


ment of economic theory, and thus also to its importance in economic 
history. Such W1d V used estimates as those ot national income, output, 


ire the Quantitative counterparts ol th generalized con 
analytic il frame worl of econom! theory. It is olten ove rlooked 


in the derivation ol these estimates a majo! task 1S involved in the at 


l 
tempt to pass from the scattered, incomplete primary data, affected by all the 
peculiarities ol both the country’s economy and its data gathering 


1] } ] 
tions, to measures that reflect as cle irly as possil the rigorously 


concepts of economic analysis. 
In this task, which has been pursued with all Loo limite | resources, the 
nitions of economK theory are continuously subject d to criti il scrutiny 
and often revised; and what is even more important, the accumulation of 
such analytically oriented estimates permits the testing of some relations and 
res 1] rities that are too ¢ isily assumed as plausibl in theor ti il reasoning. 
put it differently, quantitative econom| history Is being u d in an at 
tempt to provide an CMpiric il foundation for economic vener liz tions. It 
is thus one form of integration of economic theory and economic history, 
even though oncentration on quantitative measurement limits hie ty ind 


Varicty ol histe ri i experience that can be used lo! the Purpose 


Ther 1S little doubt that the results ol Quantitative measurement guided 


the conceptual framework of economic theory should be lirect value 
in the work on economiu history. For in the mselves they result from an a 
tempt to integrate economik theory with some broad me 
| 


economic history, and should now, and increasingly in the fut provide 


body ot observations on some general chara tcristics I ! vittern of 


chan re over tim either of large aggregates or ol the It ponents. Lo the 


extent that any empiri i regularities or systematic irre been 


found, they are clearly a body of knowledge useful to 


with historical change. But even in their ray 


rresponding to some clearly defined economic 


estimates can easily serve as a framework for 


, 
11m terials of other typ 1¢ economiu history oO 
profit from close reference to measures of long-term 


lation, national produc t, national weal 


history of an industry could earl 


estimates of output, employment, di: 


so on It seems to me that greater tamuliarits 


such quantitative measurement, and with the results 


attainable would be—all costs considered—a_ definite 
effective integration ot economk theory and econom! history 


SIMON Ku ZNETS, lhe Johns Hopkins University 


f 





The Role of Comparison in the 
Development of Economic Theory 


UR conference today on comparative economic history is in some 

danger of rushing into the wide-open spaces of ambiguity, for the 
term is new, and to agree too quickly on its meaning and implications 
may not even be desirable. In order to avoid engaging in a mere game 
of definitions, this paper will deal first with three general types of com- 
parison in relation to their bearing on problems of evidence. It will 
then review some of the chief uses to which these types of comparison 
have been put in building up our body of knowledge about Western 
economic history. The survey will close with particular reference to 
our own preindustrial stages of economic growth, when western 
Europe was, in our uncomplimentary phrase, an underdeveloped or 
backward area. 

It may seem superfluous to emphasize that all empirical knowledge, 
whether of individuality or generality, is contingent on acts of com 
parison, and’ becomes relatively more certain as these are extended. 
We take this experience for granted every day of our lives. For that very 
reason everyday language is loose and casual in the matter. It tends 
to focus on one type ol comparison alone, that between things that 
are in some respect identical or in general closely similar. If two things 
paired for comparison are not very similar, someone will object that 
they are not comparable. Yet a recognition of extreme difference with 
regard to a given quality, as, for example, between the climate at the 
equator and at the North Pole, is accepted as a second type of com 
parison, one that is sometimes, but not necessarily, distinguish« dasa 
contrast. Sometimes the preposition “to” is reserved for the first type, 
the meaning of “to compare to” being then assimilated to that of the 
verb “to liken to.” The readiest way in which to explain to a child or 
a foreigner any of the metaphors that enliven poetry and speech would 
be through using one or other of these. We liken or compare, we might 
say, the state of a man much vexed ¢o that of a live fish in a frying 
pan. Yet even poetic sensibility makes no flat rule here. To compare 
“to” and to compare “with” are both used of both the first and second 


types of comparison, and also of a third type. The third type refers to 


4 
} 
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the range intermediate between close similarity and sharp contrast, 
in which two things may be somewhat alike in one particular or in 
one aspect of their total construction, and in others different. It was 
once sometimes distinguished by the term “to compare together,” but 
this never became mandatory. Any judicious comparison of two com 
plex wholes, for example, two styles in art, or two periods of history, 
has obviously to be of this third type. I propose to call it intensive com 
parison. 

It is clear that the first type of comparison, between things that are 
very similar, is helpful both in probing the similarities and in the 
discovery of slight differences. Yet if we permit our attention to drop 
anchor here too long, to the neglect of other qualities, comparison of 
this type may indirectly become a serious source of error. The man who 
“thought he saw an elephant a-climbing off a bus” discovered his 
mistake by looking again. The animal was, of course, a hippopotamus. 
The man, his attention caught by the first similarity that struck him 
in associating and hence comparing the two species, then went on his 
way absorbed in worrying about the hippo’s large appetite if it should 
come to dine, to the neglect of other possible dangers in that situation. 

Small differences newly discovered or heightened by comparison 
may likewise ensnare the attention. In the sonnet that begins, 


Shall I compare thee to a summer’s day? 


Thou art more lovely and more temperate 


the poet undeniably advanced in knowledge of his love. Yet dwelling 
on newly appreciated enchantment he failed to notice other qualities 
that were no less crucial. He perceived these only later through sor 
rowful experience. 

Again, when we use the second type of comparison, distinguishing 
sharp contrasts, these too are limiting as well as illuminating. The 
limitations are not only emotional in origin, as in the above examples, 
but may be cultural. A broad contrast, in particular, may strike one 
through some cultural prejudice of which one is not even aware. 

It may be argued that in the early stage of any branch of knowl 
edge comparison may lead to these kinds of error, but that a cure can 
always be found through the construction and application of theory. 
Since the only form of theory that is not itself liable to error consists 
simply in the logical relations between general propositions, this view 
would be illusory. Wherever theory is elaborated into propositions 
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calling for empirical verification, it becomes liable to error from many 
causes, including those that arise from use of that indispensable but 
tricky tool, comparison. If the natural sciences handle this tool better 
than we do in the social sciences, it is because of refinement in their 
working methods. Yet they do not escape error, and they can never 
long afford to subordinate problems in the handling of evidence to 
problems in the construction of theory. In the social sciences the chief 
way of discovering and reducing the kind of error that arises from 
sporadic comparison of similarities and drawing of contrasts 1s to ex 
tend these to more cases, and preferably to check further by careful 
comparison of units large enough to permit of intensive comparison. 

These conclusions coincide closely with the logical position on which 
Marc Bloch sought to establish comparative historical study, espe 
cially in his own field of interest, that of social structures.’ The tend 
ency to confine comparisons to the two poles of close similarity and 


sharp contrast is not confined to those who think in English. Bloch 


found it ingrained in the thinking of historians in Europe at large 


and he pointed out that it did not fulfill the proper purposes of com 
parison in refining our knowledge. 

Bloch’s conception of comparative history was in part negatively 
defined. It was emphatically not to be directed by any dogmatic system 
that would be unresponsive to new findings or would force them into 
a preconceived design. Nor could it be identified with any single 
method, such as the genct method that has worked with such super 
lative success in historical linguistics. Social forms are essentially too 
eclectic. The pioneers in comparative history were to be content with 
creating and testing a set of informed formulations of recurrent prob 
lems. In doing so they would gradually dissolve the compartmentaliza 
tion of historical terminology that had grown up within separate na 
tional traditions of scholarship. Analytic and descriptive work, that 
might otherwise continue to proliferate at cross-purposes, would thus 
be able to proceed in harmony with the aims of general synthesis. 
Bloch by no means intended that all historians should engage in writ 
ing comparative studies, but only that the progress of these would help 
to link all social research into an ultimately world-wide co-operative 
enterprise. The term “comparative history” remained a little ambigu 


ind translatec 
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ous in that it could apply both to broad synthesis and to the piecemeal 
studies of related situations out of which synthesis would have to grow. 

This program is no longer, in any branch of historical study, revo 
lutionary in outlook. To economic historians, who have always had 
a common body of theory at their disposal and profess a common allegi 
ance to scientific method, one would expect it to be congenial. Al 
though the title comparative has hardly yet been applied except to 
works on the comparison of economic systems whose history is rela 
tively short, our accepted body of literature contains examples of 
comparative history in both Bloch’s senses of the term. Many of our 
textbooks have aimed at synthesis, and the German concept of Welt 
wirtschaft is directed to the same end through study of the spatial 
expansion of interrelated market forces. Also we have a number of 
monographs and articles that have sought to apply as rigorously as 
possible the method of controlled comparison. Some of these are pieces 
of intensive comparison of large units, as in John Nef’s work on France 
and England. There are also two other ways in which comparison 
enters our work, and with these we may be less satisfied. Many writers 
indulge in sporadic comparisons at random, and some use stereotyped 
comparisons to buttress their premises or their conclusions. In this 
connection I am reminded that in Middle English one meaning of 
the word compare, or “compere,” was “to buy.” One might say that 
such writers “compere” their comparisons, much as they buy othe: 
products of the mass media. 

What, then, does our current interest in the term comparative sig 
nify? How deep does it go? Our resistances to extending the scope 
of comparison are at the moment weakened by the pressures that ar 


flying economists all over the world as consultants and driving them 


pell mell into study of the so-called unde rdeveloped countries. But are 


we simply excited, as every generation has been, over writing the new 
chapter on contemporary affairs ? 

To put the question more bluntly, do we now want a fresh label on 
the old bottle m« rely to smarten it up? Does the adding of a few 
fingers of new material from the Dead Sea or the Congo, or even from 
the Volga, really call for a new label? Or are we learning so much 
from the experience of more intensive comparison with new region: 
as to be ready to re-examine our old accepted materials by more in 
tensive comparison up and down the centuries? In that event, but only 
in that event, we may look forward to making the whole contents of 
the bottle a better brew. The prospect is challenging, and to many it 
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may appear alarming in its magnitude. For as a survey of the record 


will show, the comparisons we have drawn are seldom organized by 


reference to economic theory alone, but derive also from differing social 
philosophies and from philosophies of history. 


II 


This point may be made most clearly by going back two hundred 
years to Adam Ferguson. In his Essay on the History of Civil Society, 
first published in 1757, he examined the stock of broad intercultural 
comparisons that his age had accumulated, with an eye to bringing 
them under a consistent interpretation. Although he professed to be 
“not much conversant” with political economy, he paid particular at 
tention to the relation of economic life to other aspects of civilization. 

Ferguson was dubious of most other writers’ principles of organiza- 
tion, which he found often inadequately squaring with the facts. “We 
are loth to be embarrassed by a multiplicity of particulars,” he ob 
served, “and in order to bring the matter of our inquiries within the 


reach of our comprehension, are disposed to adopt any system.” ~ For 


a preliminary trial run of the data available from his reading, he 


adopted the principle of man’s propensity to social union, and then 
developed this into a theory of constant interaction between man and 
his environment. Provided that the natural environment presented 
some challenge, but not too stiff a one, society itself became the de- 
cisive environmental factor.” 

At this point he felt obliged to attack both the prevailing philoso- 
phies of history, that of progress and the cyclical theory. Study of the 
rise and collapse of Rome, which was his major scholarly preoccupa 
tion, prevented him from believing in unilinear progress, except as re 
gards technology, and he was sharply critical of those who argued 
from biological analogy that every civilization must necessarily de 
cline. Although he found the latter to be “a general apprehension,” 
he exposed the argument as fallacious both on rational grounds * and 
by factual demonstration. Small nations, in which for sociological rea 
sons the spirit of democracy was likely to escape the creeping political 
apathy that overtook the Roman Empire, seldom declined.* Apathy 

t Adam Fe n Essay on the History of Civil Society (1783), Part I, Sec. II 

‘Iiid., Part 
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or corruption overtook India and China only as a form of acquiescence 
in repeated subjection to new conquerors.” 

In attributing decline to apathy, Ferguson expressed a belief that 
this could be prevented not only by statesmen encouraging institutions 
that would have this effect’ but through intelligent self-interest. As 
an epicure consults a physician to learn how to restore failing appe- 
tites, he “might at least with an equal regard to himself, consult how 
he might strengthen his affection to a parent or a child, to his country 
or to mankind.” 

Again, Ferguson held that except insofar as the worship of money 
in a democracy constituted a danger to public spirit, the economy had 
no part in the process of decline. He believed production and trade 
under the Romans to have been depressed below their potential maxi 
mum by unwise policies in taxation and by monopolies, but he did 
not see in them any inherent tendency to decline.” And although he 
regarded the barbarian conquest as catastrophic for Western civiliza 
tion in general, including its economic life, he did not find that con 
quest necessarily had this effect. He gave India the credit for the earliest 
development of manufacture and commerce and noted the continu 
ance there of “opulent cities” undisturbed by military conquests.’” As 
to the Chinese, he applauded them for still holding the world record, 
after some thousands of years’ application, for hard work." 

The development of classical economics brought two changes of 
perspective. In the first place, Ferguson’s hardheaded criticism of pre 
vailing philosophies of history somehow dropped below the horizon. 
Adam Smith’s stress on education as an object of public policy was but 
a pale reflection of the hope that man might learn in some measure to 
control his destiny. Instead of Ferguson’s critical social-environmental 
theory, Smith adopted the pessimistic a priori cyclical theory. Instead 
of being prepared to distinguish between economic development on 
the one hand and political history or the course of a civilization on the 
other, he assimilated the two; in sketching the outlines of economi 
progress he had in mind its inevitable cessation. Playfair, filling out 


the picture with his comparative chronological charts, felt that Britain 


© Téid., Part Il, Sec. I 

7 thid., Part V, Sec. Ill 

8 Jhid., Part 1, Sec. Il 
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10 Adam Ferguson, Civil Society 
11 J/id., Part V, Sec. Il 








560 


Sylvia L. Thrupp 


might perhaps escape the general fate of nations through one accident 


and one policy. The accident, or godsend, was the American market. 
The policy was vegetarianism, as a means of preserving the national 
vigor. The high wartime prices of bread and meat should be perpetu 
ated, and care taken to ensure an abundant supply of cheap vegetables.’* 
Finally, Ricardo’s ingenious working of stagnation and decay into his 
system of principles left the road wide open for Comte and Marx to 
ride as heroes to the rescue of a humanity otherwise re urrently doomed. 

To the adherents of the new orthodoxy in the generation following 
Ricardo, comparison was less a research tool than a means of embellish- 
ing argument on matters of which they were already certain. The 
world was a racecourse, with the British horse out in front. Betting 
on other Western entries depended on their governments’ commercial 
policies. There were no bets on Eastern entries, which shortly after 
starting had all lost interest in the race and gone to sleep. 

The romantics kept the same frame of reference, with a reversal of 
values as between progress and immobility. Since they idealized the 
latter and wished to check the spread of the new ideas among land- 
owners, they lodged their contrast with Britain not in the Far East 
but in the Western feudal age. Immediately after Jena the agrarian 
aristocrat Adam Miller began his long campaign to rally his class 
about the notion that it had always stood for the true interests of the 
people, as these were summed up in stable, Gemeinschaftliche, per 
sonal relationships.'* Burgerliche Gesellschaft had been a ghastly mis 
take ever since medieval townsmen first ventured beyond petty local 
trade. It had no sense of community save through the market, no 
achievement save through debt, no guide but the slogan “Money is 
power.” Adam Smith, a man as deluded as Faust, was nothing but its 
oracle. The polemic was of a kind that dispenses with evidence, yet 
contrives somehow to convey the impression that all the evidence is 
on the right side. The comparison that Muller established, identifying 
the feudal age with economic immobility, was of profound disservice 
to economic history. Its discouragement of study of the early influence 


of market forces was reinforced by his reputation as an economist. 
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Borrowing Lauderdale’s distinction between public and private econ 
omy, he restricted his attention to the former. This alone, he held, 
concerned itself with true wealth, which did not consist in commodi 
ties. Public policy, rather than individual decisions in relation to the 
market, therefore caught the highlight. Muller’s perception of the 
basic antinomy between Gemeinschaft and Gesellschaft, serviceable 
though this may have been to sociology,'* was also, in the setting he 
gave it, of disservice to economic history. The middle ages, brimming 
with Gemeinschaft, became a dream shop for reformers from Carlyle 
to the Guild Socialists."® While the middle ages were thus theatrically 
oversimplified, the succeeding centuries, especially the sixteenth, were 
correspondingly overcomplicated, having to answer for most of the 
innovations that made a market economy possible and habituated the 
people to trade and enterprise. 

In proportion as they were free from romantic influence, the his 
torical economists made comparison a genuine research tool. In Ger 
many their movement grew naturally out of the interests of the camera 
lists and was at first free of the intellectual imperialism that afflicted it 
later. Common to all the participants here was a desire to set the new 
economic developments of the nineteenth century in a general evo 
lutionary scheme into which somehow or other all mankind could b 
fitted. In 1830 G. F. Krause triumphantly compressed world economi 
history, which, as he pointed out, had never been written before, into 
sixty small pages. He stated the general thesis that production is d 
pendent on the state of culture quite as clearly as Cliffe Leslie did in 
1876,'° 

The bent to comparison arose partly from enthusiasm over the ad 
vances that other studies were making through various forms of com 
parative method. The latter appealed even to those who were inter 
ested mainly in contemporary Western progress. Karl Heinrich Rau, 
for example, who launched the first journal of economic history, the 
Archiv der politische Oekonomie und Polizeiwissenschaft, at Heidel 


berg in 1835, was much intrigued by the new science of comparative 
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anatomy. In his first volume he ran an announcement of the founda- 


tion of the Statistical Society in Saxony under the heading Compara- 
tive Statistics, adding an editorial comment that the aim of the society 
was probably drawn from the example of comparative anatomy. As 
this had deepened knowledge of developmental stages in the animal 
kingdom, so comparative statistics, dealing with different territorial 
states, would illuminate differences in social conditions.'’ The Archiv, 
which was issued irregularly until 1853, was amiably eclectic. It dis 
cussed current contributions to theory and applications of it, reached 
out as far as the Philippines for statistical material on the problem of 
population growth, and carried a classification of historical forms of 
colonization policies, contributed by Roscher.’” One general aim was to 
reduce misunderstanding over the meaning of theoretical terms by 
applying them to concrete situations.’ In respect of comparative eco- 
nomic history the aims were conservative. The function of the journal 
was to assemble data that would aid comparative study of a limited 
set of problems, drawn chiefly from cameralist tradition, within the his- 
torically related contexts of the western European states since the 
seventeenth century. There was a cautious sifting of evidence that 
came preferably from official statistical sources 

Mingled with the influence of natural science was that of the his- 
torical jurists; indeed, von Below regarded the entire school of histori- 
cal economics as simply an offshoot of the juristic school.” Although 
this influence was heavily loaded with Adam Miuller’s romanticism, it 
became progressively an incentive to research and comparison. 

The same influences were at work, more feebly, in England. Rau’s 
contemporary Richard Jones called on the example of physic il science 
as an inspiration to patient study of statistical material and the use 
of the methods of controlled comparison. His irritation with the 
Ricardians was couched in terms of their neglect of these methods. 
He was aware of the work of the German jurists, and his study of 
peasant tenures, undertaken to demonstrate his belief that the Ricardian 
premise of the mobility of labor and capital was virtually inapplicable 


outside England and France, ended with emphasis on the legal factors 
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in economic development; it introduced no new economic concepts. 
It is unfortunate that Jones was simply a robust English dilettante, 
fond of offering advice but lacking even the desire for Rau’s solid 
erudition. For evidence on peasant conditions he was content to rely 
on Todd’s work for India and for the rest on travelers’ reports, which, 
as Marshall observed, give too thin a thread of information to support 
rounded conclusions.” He never took the trouble to master the tech 
niques of documentary historical research, merely exhorting “scholars 
and antiquaries,” a breed apart that he had no wish to join, to dig for 
“unsunned treasure.” ~ 

A third stimulus to comparative study was the comparative method 
being developed by the historical linguists, which carried a particularly 
exciting appeal to Anglo-Saxon racial pride and to all who were;drawn 
to organic social philosophy as this was embodied in the romantic con 
cept of the Volk. The story of the quest for the Ureigentum, intended 
to parallel the quest for the Ursprache and the Aryan Urvolk, would 
fill a large display case in any museum exhibit of the errors of social 
science. Hanssen,~* who became a co-editor of Rau’s Archiv, was a par 
ticipant, and Bruno Hildebrand ran an article on the economic and 
social life of the Urvolk in the first issue of his Jahrbuch, which in 
1863 picked up the work of the defunct Archiv. Roscher was long 
reluctant to recognize the errors that his colleagues were committing 
These were due to leaping at apparent similarities, conceived as anal 
ogous phases in the evolution of the institution of property, without 
intensive comparison, and without the aid of the structural check on 
the evidence which was the secret of the historical linguists’ ultimate 


SUCCCSS. ‘ 


A fourth stimulus to comparative study arose from the wish to cut 


up the scheme of evolution into clearly differentiated stages that would 
be capable of arrangement in a logical progression of universal validity 
Here again, as in the quest for the original form of property, the hi: 
torical economists set themselves a wild-goose chase. The romanti 
thought under whose sway they had grown up had itself made the 


problem insoluble by emphasizing, in its play with the Chain of B 
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ing, the root of all Western thought on evolution, the principle of the 


infinitely growing richness and diversification of the universe. As 
Lovejoy has put it, there is then necessarily “at every point an abrupt 
passage to something different, and there is no purely logical principle 
determining—out of all the infinitely various ‘possible’ kinds of dif 
ferentness—which shall come next.” * 

In the circumstances, what is surprising about Roscher is not that 
he became involved in some confusion in stating his principles but that 
he clung to a sound basis for comparative study, thus doing more than 
anyone else to preserve it from the discredit with which misuse of the 
genetic comparative method of the anatomists and the linguists, and 
the more absurd forms of the theory of stages, threatened to over- 
whelm it. More than anything else, his passion for statistical informa- 
tion helped to keep him on a sound course. He collected this from 
his vast reading as a bee collects honey, or as J. C. Frazer collected 
stray items of mythology. Unlike Frazer, howe ver, he fitted the pieces 
not into any novel framework but into one whose lines coincided at 
least in part with those laid down by Adam Smith. His “parallelisms” 

generalizations through comparison—were restricted in the main to 
the Western states since the seventeenth century, when statistical ma- 


terial begins to be more readily available. 


I] 


Nevertheless the r putation of comparative study hung yrecariously 
in the balance in the new era that may be reckoned as opening, with 
the spread of the influence of German scholarship to France and Eng 
land, in the 1870's. Rigorous documentary research then became the 
prerequisite for any academically acceptable historical writing.*” Com- 
parisons were drawn inevitably, but were often implicit, without de- 
liberate use as a research tool and therefore without control. The chief 
subject of generalization, and the chief means to deliberate compari 
son, was the period. The period was analogous to the concept of culture 
in twentieth-century anthropology, often in part intuitively appre 
hended, although not necessarily so. Like cultures, each period as a 


whole Was CONnce ived as essentially different, sO that some concept of 
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evolution was necessary as a guard against extreme relativism. Many 
men who lived on into the twentieth century still held to the twist that 


romantic philosophy had given evolutionary thought. To them, alike 


in economic as well as political history, the work of the historian con 
sisted simply in tracing the manifold diversity of events, institutions, 
and ideas. As such it was an art. Scrupulous criticism of the evidence 
was at the same time sufficient to make it scientific. 

On the other hand were those whom von Below styled the Sys 
tematiker,”’ who drew from historical evidence only what would fit 
their notion of well-defined stages, sometimes conceived as analogous 
to physical or chemical states of equilibrium. To some this alone was 
scientific. The study of process, of how events occurred or how insti 
tutions changed, except insofar as it could be caught in the pincers of 
the Marxian dialectic, was not. Marxian influence was so strong in 
sociological quarters that stages, if not taken directly from the Com 
munist Manifesto, were at least primarily economic. Rickert’s distin 
tion between science and history came to both the historians of the 
research guild and the systematizers as a boon, since neither side wished 
to be associated with the other. The latter were delighted to decide 
that study of how one stage turned into another could safely be disre 
garded as unscientific, since it led only into essentially unique detail. 
Although Rickert’s views adequately describe only the extreme rela 
tivist position, which denied the utility of any comparison between 
one period and another, a position which no historian ever held con 
sistently, they have remained one of the sacred cows of sociology. 

The wave of pol mic over historical method that ensued did mu h, 
by setting up discussion over the role of generalization in history, to 
loosen the hold of romantic philosophy. But it could do so only to the 
extent that viable analytic concepts and theory, capable of promoting 
and controlling comparative study in widening empirical spheres, were 
at hand. Preindustrial economic history in particular was so poorly 
served in this regard that it remained the last stronghold of romanti: 
ism. In all fields the chief constructive stimulus came from legal history, 
whose journals of comparative study date in France from 1855, in 


Germany from 1878. The new schools of national economic history 


that grew up under Roscher’s leadership were strongest in their legal 
aspect. 
The charge that the new schools of economi history neglected eco 
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nomic theory is correct, but only because the theory available was of 
limited use. Ashley’s statement to this effect in 1907 was certainly not 
based on ignorance.”” The economists in turn had the same attitude 
toward history, which they regarded as useful only as it could illus- 
trate, in static situations or short-term monetary and market move- 
ments, points of general theory. John Neville Keynes, writing in 1890, 
preferred to restrict his horizon to the previous hundred years, which 
could offer the best illustrations of current economic theories. | arlier 
economic history, he added, could be equally important, but only inso- 
far as it would also illustrate through price movements the theory of 
values and the working of competition.*” Marshall takes us no farther. 
It is true that Keynes admitted the possibility of new generalization, 
based, if need be, on other abstractions than that of economic man, 
through classification of historical frictions interfering with competi 
tion.” The point was suggestive, but no theoretical lead was forth 
coming. Any medieval peasant who ever sold a cow could have told 
the historian as much or more about the forces of supply and demand 
as was to be learned from nineteenth-century theory. So far as the 
economists were effectively concerned, the preindustrial world was 
but a jungle suburb to their own small ordered city, a slum where 
only sentimental antiquaries and anthropologists would seriously think 
of operating. Even the contemporary part of the suburb was not of 
much interest, for the city would shortly here effect a slum clearance. 
Richard Jones himself in 1822 had assumed that the rest of the world 
would in time follow France and England into industrialism, and the 
process had soon appeared to be daily accelerating. 

sy far the most genuinely historically minded of the economists, and 
to my knowledge the first scholar among them to face the need of 
explaining all possible consequences of all forms of exploitation of re- 
sources, as the task of theory, was Knies. But Knies, feeling his way 
to the position that economic life depends on the sum total of all the 
regulative norms, legal and moral, written and unwritten, by which 
social life in pene ral is ordered, passed the ball to soc iology rather than 


to his contemporaries in economics.”' Moreover, he did so without 


firmly attaching the condition that the complex equilibrium among 


Ww. i] 
Aniit, ch. xv 
Oy. N. Ke 
“7 d 


‘1 Karl Knies, 





Comparison in the Development of Theory 567 





these regulative norms, and change in it, be the focus of study. To be 
fruitful, comparative study of regulative norms has to go very deeply 
into the evidence, permitting it, in Marshall’s phrase, to cross-examine 
itself; otherwise the possibilities of error are boundless. While Max 
Weber’s campaign for greater objectivity through the refining of gen 
eral concepts into ideal types was recognized as a major contribution, 
his popularizing of Knies’s emphasis on the role of religion in shaping 
the sanctions of economic activity yet in practice led many, for lack of 
sufficient awareness of the unwritten norms, and of the coexistence of 
positive and negative sanctions, into as crude an interpretation of th 
medieval phases of preindustrial economy as any pre-Weberian ro 


mantic could have produced. 


IV 


Comparative study has therefore made most headway along the 


lines that Roscher and his predec essors plones red, that 1s, in the modern 
history of the Western nations. Instead of writing of parallels and 
analogies, terms that Roscher preferred as indicating that his dis 
coveries did not exemplify invariant law, we write of types or patterns 
of industrialization or of long waves. This change of terminology in 
dicates a shift of interest from institutional morphology to a general 
desire to understand how capital growth occurs, and it r quires mut h 
more intensive use of more kinds of evidence, evidence of individual 
decisions as well as of aggregate advances. Yet our concepts are not 


yet linked into any single generally accepted theory of growth. The 


demand for such a theory is perhaps largely motivated by the desire 


to give our work more aesthetic cleganc e and ourselves the prestige of 
philosophers, always an aid in the classroom. At all events, an el 
gantly formulated theory of growth seems more likely to come at the 
end of a long new phase of comparative research than as a_ preface 
to it. 

No theory of growth will represent much of an advance unless it 
attempts the task that Knies tried to pose, that of dealing with all forms 
of exploitation of resources. The preindustrial obtrudes on us now 
not only in the far past, which those who are culture-bound in th 
present can so readily dismiss, but as contemporary phenomena that 
may or may not yield everywhere to the system with which theory 
has traditionally dealt. The reactions of contemporary preindustrial 


men not being predictable, it is now obligatory to do more than sub 
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sume their economies under the single rubric of “static.” In the cir 
cumstances it may become feasible to link new research in the two 
vast areas of the modern and the historic preindustrial through discus 
sion of general problems that arise in common, and thereby to avoid 
some duplications of effort. 

In rounding this review to a close a few brief illustrations may be 
drawn from points on which comparative study within western Europe 
is advancing knowledge of our own medieval phase of preindustrial 
economy, points which have theirs analogies elsewhere. They do not 
fit into a pattern of straightforward growth but into a long slow climb 
in total production, population, and trade, reaching its peak in the 
thirteenth century, followed by a century or more of regression. The 
nature of this pattern was first disclosed by comparative study of the 
economic activity of the larger towns. Decline in their trade and popula 
tion, however, does not measure the exact amplitude of the change, 
for this was accompanied by migrations and by new diffusions and 
concentrations of trade. The search for an explanation of the change 
therefore drives us back to the little market town and the village house 
hold, whose responses to conditions favorable or hostile to the mainte 
nance of family units, to the increase of production for the market, to an 
increase of consumption or of saving, and to innovations of any kind, 
now become of more significance than was formerly recognized and 
require much further comparative study. In this connection research 
in the modern peasant economies, espec ially in regard to the extent 
of production for the market, the bases of credit, and the growth of 
wants, is of great interest to a medievalist. Particularly remarkable 1s 
the circumstance that the same type of initial error may occur both 
among historians working from records and among observers of a 
living scene. An example comes from Peter Bauer’s correction of his 
predecessors’ work on Nigeria, which had so greatly underestimated 


the role of trade and 


individual economic calculation in that econ 
omy.” Bauer’s remarks on the natural ubiquity of these could be 
echoed even in many rural parts of fourteenth-century England, which 
was a relatively backward area of medieval Europe, and then in a phase 
of regression. The pervasiveness of the habit of trade was not always 
realized, since it finds no place in the series of land surveys, on the 
model of the Domesday Book, on which historians first leaned for 
their information on agrarian life, but it appears clearly enough in 
court records. 


P. T. Bauer 
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Discovery of the ubiquity of trade in a peasant economy appears to 
sharpen the problem of why there is not more accumulation of capital 
from its profit and skills. Medieval study would suggest that this 


question may be posed too impatiently. The overhead of government, 
the construction and upkeep of the physical plant of towns, the dispo 


sition of animal power for land transport, not to mention the squander 
ing of resources in war, in every medieval area represented so many 
preliminary burdens that tended to increase more rapidly than basi 
agricultural production, and that, once institutionalized, could not 
readily be reduced when production fell. In such a situation it is 
unnecessary to lay the blame for lack of new business or industrial 
enterprise on lack of skill; what is lacking is a market large enough 
to sustain innovations in this direction. Where a market was in sight, 
through medieval military ventures or the needs of ecclesiastical or 
political government, flexible enterprise sprang up readily enough. 

The late medieval economy obviously offers no answer as to how a 
vicious circle of stagnation can break into rapid advance. It does, 
however, show widespread response to any potential market for better 
food, in the form of meat and especially for beer. Confronted with 
fewer choices than the modern African, the medieval consumer voted 
overwhelmingly for these. Study of the brewing industry as a source 
of accumulation of capital has been neglected. 

Nor can the medieval economy as a whole be drawn into compari 
son with any backward area that is subject to the new population 
pressures, which are unprecedented in history. To lead to valid con 
clusions, comparison must be of problems capable of isolation in con 
texts that are being studied intensively. The same technique can be 
extended to the postmedieval preindustrial centuries.” 


V 


It is by no means the intent of this paper to advocate the indiscrim 
inate use of comparative study in all forms of problems. One could 
indeed argue from the record that while it remained the ruling passion, 
up to the last quarter of the nineteenth century, it accomplished very 
little in what now appears to be the central task of economic history, 
that of accounting for the existence or nonexistence of growth, and 
for the varying rates at which increase of per capita capital may occur, 
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and that far more progress was made in this direction later through 





intensive study of isolated national or regional cases. The reason for 
this, however, lies in the philosophies of history that made most nine- 
teenth-century comparativists beg the question of growth, in the limited 
use that they made of continuous series of documentary evidence, and 
in their consequent frequent failure to identify the agencies that 
were responsible for new turns of development. 

At the same time it has to be admitted that the study of isolated 
cases in time exposes itself to a high risk of assuming that a certain 
situation which may be quite atypical is typical. We are now becoming 
so hypersensitive to this danger that, for better or for worse, the next 
generation is likely to be wedded to comparative study in the hope 
of finding in it a sure prophylactic. Such a hope, if it became over- 
confident, if “loth to be embarrassed by a multiplicity of particulars,” 
it snatched at systems based on cursory leaping at apparent similarities 
and contrasts without intensive study, could be an even greater danger. 
Deliberate intensive comparison is the best insurance we can have 
against the tendency of our minds so to leap. 


Sytvia L. Turupp, University of Chicago 





Long-Period Comparative Study: 
Some Historical Cases 


N this paper I shall limit myself to various comments on integration 
| toa conceived, that is, within the discipline of economic history 
itself, and to a few historical cases used to illustrate the possibilities 
and limitations of comparative method as a means to this end. Com 
parative study, as Miss Thrupp has stressed, scarcely represents a new 
departure in economic thought. The novelty seems to be rather in the 
almost universal appeal it now has for those who would explore the 
mysteries of change. This interest appears to be a consequence of the 
impact of recent developments in backward-area studies and the closely 
related pursuit of a general theory of growth; these tend to focus at 
tention on different kinds and rates of growth and comparison be 
comes inevitable. In turn, accumulations of knowledge about economi 
change in very different contexts lead to the need for some means of 
correlating these, partly for aesthetic reasons but also because a synoptic 
view of the landscape of change has its very practical use. Unless the 
whole field can be surveyed from a single point of view, and by this 
I do not mean the same point of view, it is very difficult to know where 
the need for more intensive exploration is greatest. 

If we mean by “integration” a process of bringing separate interests 
to bear on common problems, it is legitimate to regard it as the con 
verse of comparative method. If, on the other hand, it is taken to mean 
agreement on common objectives, or as the chairman has put it, as to 


what our racket is all about, it provides one more illustration of a good 


word gone wrong and therefore best dropped. In its restricted mean 


ing it has the virtue of pointing up the need for effective communica 
tion in our ranks, and the need is clear enough. Economic historians 
here and abroad have their associations, friendly societies of good fel 
lows, but here as in England, commonwealths not unlike the larger 
loose-jointed Commonwealth we hear so much about. I need not refer 
to the varied and diverse groups which make up this Association and 
| have no quarrel with diversity in outlook, yet I am not the first to 
point to the fact that recent advances in comparative studies have 
brought into sharper focus questions which are the concern of all of us 
and which, in taking us beyond the boundary of any one group or dis 
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cipline, have given rise to the search for means of bringing our mental 


constructs to bear on issues which must be discussed in common. 

Although integration in these terms remains a distant goal, there 
are some points on which it is probably safe to assume general agrec- 
ment. We can, I think, discard the view that any long-period synthesis 
may be expected to emerge from the study of short-run situations, for 
this leaves untouched such crucial aspects of historical change as qualli- 
tative differences, interrelations and perspectives. It may be legitimate 
to apply tools perfected for short-period analysis to the study of par- 
ticular events or problems of the past, but the limitations of the scalpel 
as a ditch digging device need no comment here. As to the other ex- 
treme of inquiry, the writing of history on the grand scale, there ap 
pears to be little hope for some time to come of making much head 
way in this direction. The name of Toynbee is known to evoke a mild 
hysteria in some circles, Sorokin is passed by, and as for Innis’ work, 
there is silence, at least for the time being. System building is out, for 
the present anyway, and with it some of the play element that enlivens 
speculative studies. Nevertheless, comparative study of units far re 
moved from one another in time and space has its rewards as well as 
its risks and I shall have a word on this at a later point. 

It is clear that the area of greatest advance is that of comparative 
studies on a restricted scale, studies which relate to units that are geo- 
graphical neighbors and historical contemporaries. | need only refer 
to the progress of recent years in this direction. It would not be difficult 
to collect a bibliography of writings in support of the view that “renais 
sance” is not too big a word to apply to present-day developments. 
Economic history has been pushed far out of its nationalist phase, our 
knowledge of formative influences shaping growth in varied and di 
verse regional and national units is rapidly increasing, and there is 
becoming apparent, to all those who care to look, an underlying unity 
of purpose, a growing intérest in similar questions broadly conceived. 
These are questions of theoretical and historical interest—why, for 
example, men in specified periods and areas invested as they did, what 
they were up against, what responses they made, and the consequences 
of their decisions questions that must be handled with reference to 
the particular, to the interplay of events and ideas in complex situa 
tions, and to the larger environments in which decisions relating to 
spending, hoarding, and investment are made. These and like question: 
are being put in terms that permit of systematic comparison by thos 
looking at things from very different points of view. 
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It would seem that, for the present at any rate, the last word on com 


parative history is with the social historian. There appears to be wide 
spread agreement that of the formative influences in change the most 
significant is the social setting or environment (a view that does not 
preclude a tip of the hat to the economics of capital formation and to 
such factors as technology and physical environment). How far does 
this take us toward an understanding of the forces back of long-period 
growth? Probably a good distance if we give due weight to the con 
tributions of recent years to our knowledge of the role of social and 
cultural elements in historical change. Yet I question whether those 
who stress social history have provided us with more than a convenient 
and well-constructed..base for explorations of the mysteries of the long 
run. It may be true that explanations of different kinds and rates of 
growth must give primary place to institutional conditions, but these 
leave us up in the air when we seek to explain why this or that set of 
social and political institutions stands so stubbornly in the way of eco 
nomic progress in some instances, why in others it bends or gives way 
under pressure. Can we find means of dealing systematically with the 
interrelations of institutional and noninstitutional factors without be 
coming caught up in the arduous and probably futile task of con 
structing an elaborate structure or method of approach beforehand ? 
Analysis of the effects which noneconomic factors have on the para 
meters of economic change offers one a promising avenue of approach, 
but, for the historian at any rate, the economist’s reference to inde 
pendent variables and to the necessity of translating social impacts into 
economic ones raises difficulties. Rather than working in this vein, 
can we not take the institutional complex in which investments are 
channeled as a starting point, and ask at the beginning how it got that 
way, and how it occurs that it yields to change in some instances and 
resists so stubbornly in others? Progress in comparative studies of the 
past few years has provided us with numerous illustrations of institu 
tional persistence and transformation, and it is this progress with its 
accumulations of knowledge which gives me the courage to proceed 
Before turning to cases, a word or two about a few focal points that 
I have found useful in comparative studies. | must emphasize that these 
are used simply as pegs on which to hang my discourse. There may be 
better ones, but each to his own. As to those used here, I take as the 
primary focus the entrepreneur, decision-maker in the investment of 
time, capital and energy in finance and trade, agriculture and industry 
The game of defining entrepreneurship has gone on for some time and 
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there are as many definitions as those who attempt definitions, but for 
the purpose I have in mind, this will do. It avoids some of the problems 
Schumpeter raises in his emphasis on creative response and it is simple 
enough to be useful over a wide range of time and space. The term 
“businessman” would be simpler still, but even in North America this 
entity has commonly shared the decision-making function with gov- 
ernmental and other groups. A second focal point is the uncertainty 
which lies at the heart of entrepreneurial decisions. | have dwelt on 
this element elsewhere and here will do no more than observe that it 


is rooted in the lack of knowledge of the future outcome of 


events, 
that it may be reduced over time, but that, in a world of other than 
routine change, it is always with us. Reference to it raises the question 
of how expectations have been formed in past situations and we would 
do well to keep an eye on the role of expectations in long-run change. 
In brief, the concept of uncertainty is used as a means of setting out 
the situations or environments in which investment decisions are made; 
in making his decisions the entrepreneur is commonly faced with a 
wide range of insecurities in politics, economics, and society; the prob 
lem becomes one of ascertaining significant relationships relevant to 
the process of decision-making. 

Finally, the terms “enterprise” and “bureaucracy,” which I view as 
polar extremes. There is no scarcity of precedents for this way of look 
ing at things. You may recall Marshall’s use of ideal types of firms 
the atomistically competitive that are grouped in industries, and mo 
nopolistic firms—and I would remind the skeptical that his most 
original work concerned problems of the intermediate range.’ As to 
definitions, the primary distinction between enterprise «nd bureaucracy 
is made in terms of power and time. The former is identified with 
wide dispersion of power and a preoccupation with short-run returns; 
this has points in common with the case of pure competition- freedom 
of entry, no direct control over price—a type not likely to be confused 
with real type situations. sureaucracy has reference to concentration of 
power and a concern with duration, longevity, the long-time horizons 
that Arthur Cole and Oswald Knauth have written about. This dis 
tinction may be put in another way, that is, the orientation of each to 
the market—a situation of market response in the one instance, and of 
a direct, shaping influence on market situations in the other. 

In sum, entrepreneurs as decision-makers, uncertainty as the key to 


1A. Y. Youngston Marshall on Econ Growth The ttish Journal of Political 
Il (Feb. 1956) 
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change, and reference to polarities as a means of reviewing the direc- 
tion and kind of change in various situations, these provide the basis 
for discussion of questions centering on differential rates of growth 
or why growth at all. A few brief and provisional statements may in- 
dicate their relevance to the question of how rapid capital accumula- 
tion gets under way in some instances. (1) If we keep an eye on entre- 
preneurship, whether in the medieval town or city-state, trading league 
or metropolitan center, or for that matter in the big corporation of 
our time, a good deal may be learned from examination of the emer- 
gence of security zones of investment, protective shells built with the 
use of political influence, exploitation of social connections, the exer- 
cise of economic power, in short, the study of creative bureaucracy. 
Different climates of investment evoke different forms and combina- 
tions of entrepreneurial response-—the closing of ranks where uncer- 
tainties are great, a loosening where these are lessened by circumstance 
or design. (2) This view draws attention to a configuration that appears 
in a number of well-documented instances, namely, that of center and 
margin; it may be described as a process of extension of control from 
established centers, the fostering of investment in marginal areas (not 
always intended) and the breakaway as new centers rise to challenge 
the old. This might be summed up under the heading which John 
Sawyer has used in a narrower context, the diffusion of entrepreneurial 
initiative. (3) “Competition” here takes on a broader meaning or 
coverage than the economic competition of the market place. By this 
I mean that it must include reference to the active shaping of the en- 
vironment by groups relying on a wide range of techniques, political 
and social as well as economic, or in other words, to the use of group 
strategies directed to controlling or influencing the conditions of in 
vestment. I am not ignoring the few instances in which an approach 
to economic individualism was made, but it is my impression that con 
centration on areas of relatively secure entrepreneurship, on atypical 
cases of economic growth, has tended until recently to obscure our 
view of less fortunate areas. Comparative studies help to correct this 
historical bias in that we are brought to compare epochs or areas in 
which “enterprisers” made substantial headway with those in which 
they made little or no progress. Linear treatments of change yield few 
clues if we ask why historically brief spurts of growth occur in some 
instances, why investment decisions now and then take the wrong 
turn following a good start, or why in some cases they remain chan 


neled along traditional, established lines. Whether or not it is possible 
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to devise a relatively simple framework to open up and deal with such 
questions is another question, but I am not the first to think it worth 
a try. A brief review of North American experience may reveal its 
possibilities and limitations. 


II 


Enough has been said and written about the interrelations of the 
economies of Canada and the United States to obscure, almost con- 
ceal, contrasts which are much sharper than hands-across-the-border 
enthusiasts would have us believe. What follows is not an expression 
of nascent Canadian nationalism. It is true enough that the two nations 
began in roughly the same way, in the building up of commercial com- 
munities which took on stature of a sort within French and British 
security systems. There was the same more or less effective use of 
political and social connections with the old world, the same essen- 
tially maritime outlook, and the same interest in exploiting the weak- 
nesses of old-world techniques of control. From St. John’s, Newfound- 
land, to Charleston a new-world commercialism took root at strategic 
points, and in spite of the divisiveness characteristic of maritime areas, 
the preoccupations of the merchant left their common stamp on these 
communities. Yet well before revolution set Americans free, two very 
different patterns of development had taken shape. Pronounced dif- 
ferences in institutions and outlook were becoming apparent in such 
respects as the strength of maritime and continental influences, the 
power of the European connection, the issue of Great Experiment vs. 
no experiment, the role of the state, the influence of the frontier, the 
significance of enterprise and bureaucracy in economic growth. 

Looking at these contrasts in the large, it may be agreed that in the 
northern part of the continent bureaucratic influences and outlook 
have shaped and dominated the nation’s economic life; centrally di 
rected, “induced” entrepreneurship established a pattern which remains 
largely intact even in our time. If we look to the United States and 
ignore regional differences for the moment, a very different pattern 
may be discerned, namely, the emergence of the tight-knit mercantile 
oligarchies of the Atlantic coast, the subsequent weakening of control 
by seaboard centers apparent by the 1830’s and far advanced by the 
mid-nineteenth century, the clear-cut basically enterprise pattern of 
the 1840’s to the 1870’s and the drift to bureaucracy following this 


enterprise phase. There are signs of convergence of these two lines of 
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development, but contrasts still greatly outweigh any similarities that 
may be discerned. So much for the general contours of growth. How 
to account for differences in the character and rate of development of 
these contiguous areas of the same continent? 

As anyone from the Maritime provinces will tell you without prompt 
ing, this region has never fitted comfortably into a Canadian setting. 
The predominance of the early fisheries, scattered in operations and 
exposed to attack, raised problems for the French which hastened an 
early shift to continental trade. The British fared little better and failed 
altogether in their efforts to build a strong mercantile complex com 
parable to that of New England. The region experienced a brief period 
of prosperity in pre-Confederation decades, but in the main the history 
of Maritime centers is one of hopes deferred by a location that pulled 
them out of the main stream of Canadian development and by a poor 
land-resource base that spelled weakness in the lucrative West Indies 
trade. Geographical and technological factors have combined to give 
the Maritimes a very minor role in Canadian economic growth. 

Continentalism made its first impact through the fur trade. The St. 
Lawrence waterways and the network of lakes and rivers which stretch 
across the northern half of the continent in a system made to order for 
rapid expansion provided a channel of communication that pulled 
early traders to the foothills of the Rockies in search of a commodity 
of high value, exploitable by simple techniques of production and 
transportation. There evolved in the commercial communities of Que 
bec and Montreal a complex array of political and religious, military 
and trading elements, dedicated to empire-building along French 
statist lines. Entrepreneurship in this setting presented a mixed pattern 
and circumstances were such that it remained that way. Unlike the 
English fisheries which forced a wedge into old-world mercantilism, 
the continental trade strengthened centralist influences in the French 
system. Entrepreneurship faced a range of uncertainties associated with 
continental penetration that perpetuated an institutional complex in 
which economic interests remained subordinate, tied to the strategies 
of military and political leadership. In other words, enterprise made 
little headway apart from a few indications of breakaway at the margins 
and these never exerted any influence on the center. 

The trade provided no base for a new-world empire. Pulling capital 
from more stable pursuits, afflicted, and to an increasing degree, by an 
unhappy combination of heavy, fixed costs, and wild, unpredictable 
fluctuations in income, it forced the regime into a position of increas 
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ing dependence on the old world. Operating from an exceedingly weak 
base in the St. Lawrence area, faced from the beginning with defense 
burdens that increased with each mile of expansion westward, state 
entrepreneurship, the only institutional arrangement which gave any 
hope of permanence, in the end found the challenge presented by the 
physical environment and by external pressures too great to meet. The 





pressure of overhead costs was the force that made French entre- 
preneurship run in the effort to salvage investments already made, but 
the course was too long and arduous for its powers. The French effort 
ended in failure and yet the French regime cannot be passed over, for 
the institutional framework which emerged in this formative phase 
of the nation’s growth was to influence subsequent developments and 
is not without significance now. This theme, the staying power of 


institutions which emerge in early phases of growth is one I shall re- 


turn to at several points in this paper. 

The British did little to alter or modify this pattern of centralized 
control and mixed motivation. Military elements retained their place 
in the sun, peace was made with the Church, and development con- 
tinued along lines laid down by the French. The presence of an inde- 
pendent and not always friendly neighbor to the south, and later the 
tempo and drive of the United States expansion westward, strength- 
ened bureaucratic influences in Canadian life. Industrialism when it 
came was channeled through the retaining walls of a structure that 
has shown remarkable powers of persistence. Entrepreneurial uncer- 
tainties underwent change over time, but the institutional response had 
continued to take the form of strong and close-knit organizations able 
to make effective use of political power and social connections to cre 
ate the security essential to large-scale investments in continental de- 
velopment. The National Policy declarations of the 1870's reflect the 
same pattern of centralized control of a nation’s growth: in transpor- 
tation, banking, public finance, tariff and land policies, no free frontiers 
of growth (hence no frontier theorists in Canadian historical writ- 
ings) but rather a frontier under direct control in what might be 
fairly called a system of national planning, one in which a close alli- 
ance of big government and big entrepreneurship perpetuated a system 
inherited from the days of the fur trade. 

There have been periods in which some transformation of this struc- 
ture appeared to be under way. The rise of manufacturing centers in 
eastern Canada and the appearance of manufacturers’ and traders’ as- 
sociations seemed to be harbingers of institutional change. The rate 
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of capital formation, impressive in the pre-Confederation decades and 
around the turn of the century, and respectable enough in intervening 
decades, seemed to indicate that the economy was following, with 
considerable lag, the United States pattern of change. And recent re- 
search along statistical lines has brought some modification of the 
“staples” approach, the view that Canadian growth has been shaped 
largely by technological and market influences in export trades. Sub- 
stantial revision of Canadian economic history is under way and is 
long overdue, but in spite of our growing knowledge about rates of 
change * I doubt very much that any revision of the thesis advanced 
here is called for, namely, that there has been no noticeable breakdown 
of the institutional arrangements that emerged with the staples trades. 
These put a high premium on bigness in entrepreneurship, public and 
private, and on strategies which extend beyond the market place in 
their emphasis on the use of power and influence to shape the condi- 
tions in which economic life goes on. In short, there has been no pro 
nounced shift in the direction of enterprise, no period of enterprise 
break-through corresponding to that of her neighbor. Why this fail 
ure to move beyond the shelter of security zones essential in early 
phases of development but in some instances discarded, at least for a 
time, once the process of growth is under way? 

It is not difficult to account for the institutional framework that had 
taken shape over the two centuries or so preceding Confederation. 
Hopes of survival had rested on administrative units strong enough 
to operate from the beginning on a continental scale. As indicated, 
their solutions brought new uncertainties that left no alternative to 
concentration of power. The new Dominion inherited a structure in 
which geographical and market factors gave rise to a satellitic,* vulner- 
able pattern of development, and national policies were such as to 
perpetuate this pattern. It is doubtful whether there was any choice, 
for a geographical setting that had pulled traders into the continent too 
fast and too far now presented obstacles to settlement which only an 
enormously costly system of transportation could overcome. And the 
not always benevolent interest of the United States in key points in 
the Canadian network left no alternative to a forced hothouse process 
of development that has left its mark on the present. What emerged 


* Kenneth Buckley, Capital Formation in Canada, 1896~1930 (Toronto: University of Toronto 
Press, 1955) and Gideon Rosenbluth, Concentration in Canadian Manufacturing Industries 
(Princeton: Princeton University Press, 1957) 

3 See Bert F. Hoselitz, “Patterns of Economic Growth,’ The Canadian Journal of Economics 


and Political Science, XX\I1 (Nov. 1955), 416-31. 
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by the end of the nineteenth century was a nation still heavily com- 
mitted to the support of a system of transportation and production for 
European markets; private entrepreneurs continued to function in a 
national structure whose outlines show little change over the century. 
Whether or not brief spurts of capital formation indicate one or more 
periods of take-off into more advanced states of growth, the staying 
power of established institutions is clear enough. 

In the first decade or so of this century, a period when national polli- 
cies seemed to be paying off, technological change and the beginnings 
of new market alignments combined to ensure the continuance of a 
defensive role for Canadian entrepreneurship. The new industrialism 
brought new problems best summed up under the heading of economic 
penetration, a movement under way before World War I and greatly 
accelerated by the events of the war years. The weakening of the 
European anchor of the Canadian system, the growing strength of 
market connections between Canada and her neighbor, and the awak- 
ening of United States interest in Canada’s primary resources, these 
gave rise to a search for new national policies that is still going on to- 
day. The updraft created by United States inflows is giving new life 
to the economy and new urgency to problems, economic and political, 
raised in all innocence by the big fellow next door. United States 
competitive power, Canada’s one-sided dependence on the United 
States market for her exports, and the extent of United States owner- 
ship or control of Canada’s productive apparatus, these represent ex- 
ternal pressures on the Canadian economy that, for all the stimulus 
they bring, are squarely in the way of any move to a better balanced 
and more diversified economic growth. 


In short, the impact of the United States corporation is raising un- 
certainties in politics and economics that leave little room for any 


lessening of concentration of control in manufacturing or industry or 
for a declining role of governments in Canadian economic life. Some 
see the prospect of decentralization in the economy as new industries 
appear and various sectors or regions of the nation take on new life, 
but the security-setting of entrepreneurship leaves long-established 
channels of investment intact. This is not inconsistent with a high rate 
of capital formation, but any repetition of the United States phase of 
more or less unrestrained enterprise is out of the question, at least in 
our time. I can find no grounds for the view that the Canadian pattern 
must correspond, with some allowance for lag, to that of her neigh- 
bor. We can make too much of rates of change to the neglect of kinds 
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of change, a distinction which is not without relevance to develop 
ments in other areas now open or exposed to United States influence. 

Before leaving Canada, a word on Quebec as a study in extremes. It 
is a region now subject to the injection of massive doses of industrial 
capital into a structure in which prevailing institutions long presented 
a strong front against attacks on a well-established, firmly entrenched 
way of life. Its stability points were and are Church and State, along 
with a limited number of large corporations. Language and cultural 
barriers and a tradition that has small place for the aspirations of the 
industrialists gave rise to investment problems absent in other parts of 
the continent. Progress, for all the strains it has brought, has come with 
out disintegration of the old structure or radical change in institutions 
and outlook. Concentration of huge capital investments at strategic 
points is leaving its mark, but the process is less one of transformation 
of established ways than of slow accommodation to the conditions of 
advanced industrialism. In this process the French-speaking Canadian 
is playing an active part, capitalizing on the influx of “foreign” and 
social connections to bring him the security essential to long-term in 
vestment. Change has come in channels set by historical experience 
in a culture which accepts, largely on its own terms, the fruits of in 
dustrial progress. 

I have reviewed the Canadian case as a means of illustrating an un 
derlying theme of this paper, that is, the persistence of staying power 
of institutions that evolve in formative phases of growth to cope with 
the uncertainties that face early entrepreneurship. It is only in rare in 
stances that these give way to the point where free enterprisers break 
loose to transform the economy. There is, of course, no set or inevitable 
pattern in all this. The distinction between areas of persistence and of 
transformation takes on meaning only if given historical reference, and 
examination of the security-setting of entrepreneurship is suggested as 
one means of linking the abstract and the concrete. It has the virtue 


of putting the emphasis in growth studies where it belongs, namely, 
on those phases in which patterns are established that exert a shaping 
influence on subsequent developments. And in its use I see no alterna 


tive to comparative study. 

If Canadian experience is used as a control, the United States pat 
tern of growth presents a study in contrasts (I leave aside developments 
in the South; there are parallels here with the Canadian case that ar 
more easily handled at a later point). Geography plays an important, 
almost decisive, part in the beginning. Unlike Canada’s quick, all 
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absorbing thrust into the continental interior, there is, south of the 





49th parallel, no single, narrow line of advance draining energies from 
the building of strong bases in the Atlantic region, but rather a num- 
ber of waves of expansion each marked by pause and consolidation of 
economic and political interests in urban communities, with the conse- 
quence that there was a vastly stronger push when it came. The ob- 
stacles to easy westward expansion are clear enough. To begin with, 
the Appalachians presented a formidable barrier and few rivers ran 
the right way. There was the Hudson-Mohawk gap, but in the early 
years France and later Great Britain had their own ideas about trans- 
Appalachian territories, and movement round the southern flank was 
impeded, if not entirely checked, by Spain in the Floridas and Louisi- 
ana. I am not overlooking the early fur trade, and the role of the 
American trapper in the interior and on the Pacific coast, but in the 
larger picture these were minor offshoots whatever their contributions 
may have been to the historical novel. In the main, entrepreneurs be- 
coming established in the Atlantic coastal centers were not pulled into 
the continent by easy water transportation and the search for a staple 
commodity picked up with simple techniques and the use of a native 
population. To the west a second barrier, the Mississippi, or more ac- 
curately the High Plains, checked or curbed later expansion, and a 
second phase of filling in or consolidation was the consequence. It 
was a phase in which new and strong centers of entrepreneurship 
emerged and in which positive government gave way to negative gov- 
ernment as the private corporation moved to the fore to become the 
spearhead of expansion and to set the stage for the enterprise era of 
mid-nineteenth-century decades. On the Pacific coast, fur traders and 
missionaries had established nucleuses of settlement, gold in the 
1840's brought an almost cyclonic burst of growth, and a strong base 
for expansion added its weight to the subsequent conquest of the last 
West. Unlike the Canadian pattern in which a whole continent was 
crossed in one swoop from a single, weak center, that of the United 
States displays numerous centers of initiative that contributed to the 
rounding out of a transcontinental system. 

There is another aspect of the geographical setting of entrepreneur- 
ship which helps to account for differences in growth patterns. I refer 
to the building of a number of mercantile communities along the 
Atlantic seaboard in contrast to the concentration of entrepreneurship 
at one key point as in the Canadian instance. This spread along the 
coast rather than into the continent had two consequences of the great- 
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est importance for later developments. In the first place, interurban 
rivalries for control of hinterlands, rivalries that increased in strength 
with transportation developments, gave a dynamic to United States 
growth which was largely absent in Canada. In the Canadian case 
external pressures and the internal problem of overhead costs drove 
entrepreneurs and empire builders westward; in the United States 
much of the force of expansion was generated from within as rival 
communities sought to extend their margins of control. Second, loca 
tion and resource factors combined to prolong a distinctively maritime 
phase of development in contrast to the early submergence of maritime 
influences in Canada. Mercantile communities backed by rich agri 
cultural and forest resources, well located to dominate the West Indies 
trade and to move into European and Far Eastern markets, strong 
in the seafaring tradition, pursued much the same aims and _ policies 
as their counterparts in England. In the period before new centers began 
to appear in trans-Appalachian territories, this once-marginal region 
of the Empire developed as a unit which, however divided in itself, 
grew strong enough to move out beyond the security of the Imperial 
system. There were liabilities present in the British connection in the 
colonial phase, but these were far outweighed by the opportunity to 
exploit political and social ties in the old world and by the benefits 
of Imperial defense, the costs of which could be left to the mothe: 
country. 

This maritime phase with its strongly mercantilist outlook persisted 
until the 1830’s and the power of the maritime traditions in American 
life remained long after continental influences had broken the grip of 
the seaboard commercial centers. As indicated, it is difficult to discern 
any pronounced differences between the objectives or methods of the 
commercial oligarchies of the Atlantic coast and those of the English 
mercantilists. Freedom had been gained to build a commercial empiré 
by techniques which suggest a change in management without much 
change in the business being conducted; this was a policy of control 
by the right people in the interests of the right people, and it was no 
more successful in restraining the hinterlands it sponsored than that 
of the mother country. Only the weaker, less diversified areas could 


be fitted into this pattern, and the parallel between Canada’s place in 


the British system and that of the South in the American Union needs 
no comment here. But the trans-Appalachian Northwest raised very 
different problems. Under the stimulus of canal, river, and early railway 
developments, new urban communities to the west rose to add their 
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weight to continental expansion; once under way, the movement was 
too strongly promoted by too many centers to be held under firm con- 
trol, Canadian fashion. In banking and land policies and in early rail- 
way history, Hamiltonian views, so congenial to Canadian entrepre- 
neurship, faced rough going. The individualism displayed by the unit 
bank, the land speculator, the squatter, and the early railway promoter 


has few parallels in the northern Dominion. Only an exceedingly 


powerful apparatus of administration could have curbed or restrained 
these unruly elements, and the young nation, for all its uneasy inter- 
national relations, faced no uncertainties great enough to call for any 
apparatus of such dimensions. The power of the thrust into the con 
tinent and the weakness of governmental and other systems of control 
enabled private entrepreneurship to move out on its own in a disorderly, 
wasteful exploitation of national resources. 

It would be easy to overstate the extent of the shift to enterprise as 
the American way of life. Recent studies in banking history, land pol 
icy, and corporate development have led to important qualifications 
of the view that the period of the 1840's to the 1870’s was one of spon- 
taneous, unrehearsed, free entrepreneurship. Nevertheless, the absence 
of serious and persistent internal unrest, of fears of foreign aggression, 
of effective questioning of the sanction of enterprise as good, provided 
the conditions for a freedom of initiative that has few historical paral- 
lels. Great open, uncluttered spaces to move into, availability of cheap 
labor and capital from abroad, a minimum of restrictions on internal 
trade, and later the use of an antitrust policy mainly to keep people 
quiet, these were aspects of an environment in which few distractions 
stood in the way of a wholehearted, if not wholly clearheaded, pursuit 
of the main chance. It may not be pushing matters too far to say that 
this wave of expansive enterprise reflected a carry-over of the free 
ranging quick turnover point of view of the maritime phase of growth 
into a continental system. 

Hindsight informs us that these favorable conditions could not last, 
and for two reasons. First, as in the Canadian case, investments in the 
resource exploitation of a continent entail a range of uncertainties 
relatively absent in the maritime phase. Problems associated with the 
fixity of investment, first apparent in transportation developments and 
taking on a new importance with industrial growth, inevitably lead 
to measures to protect or defend capital outlays which cannot be 
salvaged in the short run. Such measures reflect the necessity of attempts 
to influence the setting in which long-term large-scale investments 
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must be made. Second, and closely related to the foregoing, is the 
fact that in the most favorable of enterprise environments, entrepreneur- 
ship can, on its own, generate uncertainties. The lack of any co-ordi- 
nated attack on the Plains and the chaos that came as entrepreneurs 
struggled with no holds barred for control of the nation’s resources 
evoked in time a move to the shelter of monopoly positions, to con 


centration of economic power where this could be effected. The more 


easily integrated sectors such as petroleum refining and steel led the 
way; in railways, consolidation came with difficulty and it came too 
late 

There were of course many factors back of merger movements and 
the integration of industry: transportation improvements that threat 
ened established positions and provided at some points the means of 
building new ones, the closely related extension of the market that 
brings different institutional responses in different settings, the effects 
of changing capital-labor ratios, the promise of economies of scale, 
and the financial windfalls accruing to those who weld small units 
into big. It is probably good strategy to remark that like each of these, 
uncertainty as spelled out in the United States environment tended to 
bring about a shift from freedom to control, but I am far from con 
vinced that these various factors cannot be brought to a focus by ref 
erence to their impact on the security-setting of investment. The ex 
tension of the market, for example, brought new opportunities to 
entrepreneurship; it also brought new hazards in its rate of change, 
in the kind of investments called for, and in the scope it provided for 
rapid and unpredictable technological advance. In any event, by the 
close of the nineteenth century concentration ratios appear to indicat 
a degree of concentration of economic power probably as great as it 
is today. The breakthrough of enterprise in the mid-nineteenth-century 
decades was checked in the closing decades of the century, but rather 
than a swing to “bureaucracy dominant,” there emerged a mixed sys 
tem of entrepreneurship with its scope for free economic motivation 
in sectors which at least temporarily escaped the centralizing tenden 
cies characteristic of expansion in other continental economies. A 
movement which in the post-Civil War period had superficial resem 
blances to English entrepreneurship’s run for cover in the late nin 
teenth century appears (if we confine ourselves to the structural aspect) 
to have been halted. And World War I brought few changes other 
than to hasten the rise of United States entrepreneurship to a position 
of world leadership. 
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Two events of more recent years have combined to alter drastically 


this security pattern. There was the depression of the thirties that 
signalized the return of positive government, gave new power to labor 
organizations and farm blocs and raised questions about the virtues 
of unrestrained private entrepreneurship as a way of life. And there 
was World War II that forced on the United States the difficult and 
dangerous problems that go with world power. This new era with 
its threats of foreign attack and its problems of internal stability, eco- 
nomic and political, is the world of bureaucracy, one favorable to the 
new conservatism that is emerging in the United States and is familiar 
enough to Europeans. The scope and diversity of the United States 
economy will make the evolution of effective administrative controls 
a slow and probably painful process, but all signs point that way. Revo- 
lutionary chang ‘s in communication have enormously increased the 
power of those able to make their influence felt via communication 
networks; they may also help to explain the emergence of the soulful 
corporation with its drive for sanction of bigness as good, and particu 
larly good in the dangerous world of the present. 

What of the South in the larger setting of North American develop- 
ment? Like Canada, the southern states over a long period remained 
outside the main stream of North American advance, so much so that 
the economic division between the North and South in the United 
States is as significant as that drawn by the goth parallel. Elements 
of likeness in Canadian and southern growth experience are not difh 
cult to discern. Both sectors of the continent appear at a very early 
date as predominantly one-crop economies, taking on continental char- 
acteristics with the exploitatton of a limited number of resources for 
external consumption; in both the escape from economic colonialism 
has been long drawn out and even today the struggle for independence 
continues; and in both the pressure of the more economically progres- 
sive and diversified central sector and its more or less integrated west 
has left its mark. Finally, the persistence of early established institu 
tions is as apparent in the southern states as it is in Canada. 

In the Canadian case this persistence seems to be accounted for by 
a combination of geographical and external influences. Does this hold 
true for the South? There is, of course, the race question, but the 
issue of slavery appears to have been overworked as an explanation of 
economic retardation. Climate and resource factors drew capital and 
man power into a system of production not unlike that of Canada in 
that it involved increasing dependence on external factors and a steady 
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lessening of the region’s power to draw investments into pursuits com- 
petitive with those of the central zone. In the face of the uncertainties 
which confront the weak and the dependent, there was little scope 
for other than a strategy of defense of established institutions. There 
were periods when the rate of capital formation seemed to indicate 
some departure from established patterns, but until very recently at 
least, the lines have held. Autonomy, whether political or economic, 
can be costly and both the South and Canada have paid the price. The 
distinction between a plantation system and a trade empire is a sharp 
one, but in the persistence of institutions which emerged in the early 
phase of development these two areas display growth patterns that 
have much in common and are quite unlike that of the central and 
dominant sector of the continent. And if I am correct, explanation of 
these elements of likeness and unlikeness may be sought in study of 
the security-setting of entrepreneurship in each instance. y 

This bird’s-eye view of North American patterns is open to the 
usual remarks about sweeping statements and vague generalizations, 
and the more so since it is beyond the scope of this paper to discuss 
in any detail the uncertainties which beset entrepreneurship in various 
instances. But I would argue that the concepts used, given concrete 
reference, provide one way of handling more or less systematicaliy the 
interrelations of the various components of long-period change without 
the construction of any carefully articulated model beforehand. I have, 
in review, attempted to get round this formidable obstacle by the 
selection of a salient element in growth, namely, entrepreneurship, 
broadly defined, as a means of setting out the environment of invest 
ment in specific cases; this has entailed consideration of techniques or 
devices of coping with uncertainties and the consequence of these for 
freedom or control. 

In this employment of a general-purpose engine for comparative 
study it is necessary to look beyond North American experience which 
represents, for all its variety, a recent stage in economic history. We 
have here a picture of differential rates of growth, something like 
retardation in the Canadian and southern cases, but one in which the 
upward trend of development continues, accelerated by the two world 
wars of this century. Many aspects of growth experience are missing 
and in this respect European economic history is infinitely richer in 
the evidence it provides of take-off, flight, and happy (or unhappy) 
landings. This means venturing into the treacherous waters of general 
comparative history and I seek security by concentration on one aspect 
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of long-period change to which I have referred in the North American 


case, that is, the factors that appear to account for institutional per- 
sistence in some instances, and for bouts of transformation in others. 
I am aware of most of the pitfalls which face those who venture into 
comparative history, large scale. Innis drew attention to the more 
frightening of these in his writings on bias and the difficulty of under- 
standing cultures other than our own. His communication studies 
opened one avenue of approach to a larger synthesis and contain 
valuable clues for those who venture beyond the confines of national 


history, but his researches have yet to receive the attention they merit. 
I] 


In the complex array of factors bearing on change I have stressed 
the role of institutions which emerged in response to the uncertainties 
of their time. This leads to a factor which I have touched on in other 
contexts, namely, the tendency to institutional conservatism that is so 
marked in so many instances. The medieval world provides numerous 
illustrations of this tendency; | have in mind the persistence of such 
structures as the industrial guild and the hanse, and more broadly, 
the remarkable staying power of medieval institutions and outlook in 
later centuries. | know of no adequate explanation of this propensity 
to persist, but my hunch is that it must center on the characteristics 
of bureaucratic structures of control. I have referred to the attributes 
of centralized power and structural continuity, aspects which seem 
to me to account for a continued preoccupation with the uncertainties 
of early phases of growth and the difficulty of coping with those that 
appear in subsequent periods of change. 

| am inclined to the view that a two-step sequence may be discerned 
in formative periods of economic growth: the early phase in which 
institutional arrangements take shape in various sccurity-settings of 
entrepreneurship, and a subsequent phase marked by the persistence 
of established institutions in the face of change. If we can take this 
sequence for granted, we are faced with the question I raised at the 
beginning, how to account in later phases for differences in persistence. 
Why is this tendency so strong in some instances even to the point of 
transplantation to new environments? Why in others are there intervals 
of pronounced institutional change followed by a hardening of institu- 
tions once more in the face of new uncertainties? The Canadian case 


has its parallels in French experience, and in more extreme form in 
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that of Spain, another instance of an institutional conservatism that 
has left a deep and permanent stamp on national life. The United 
States pattern, on the other hand, has more in common with that of 
Holland and England, areas of enterprise break-through and of a 
swing back to bureaucracy in entrepreneurship in the face of uncer 
tainties that raise new problems for decision-makers in investment. 
There were, of course, wide differences in the security setting of entre 
preneurship in each case and in the tempo and duration of periods 
of structural change where these occurred, but the contrast between 
“areas of persistence” and “areas of transformation” is sufficiently clear 
to permit a comparative review of developments in areas that may 
be placed in these categories. In the sixteenth and seventeenth centuries 
all of these were moving into a world which had grown too big for 
its medieval shell, and one in which national units faced political and 
economic problems that put a heavy strain on medieval techniques 
of handling uncertainties. There were great differences in the degree 
to which nations broke with traditional ways, and I turn first to those 
in which entrepreneurship made slow progress in this respect. 

Like Canada, France was an area of persistence. We may perhaps 
agree that the decisive factors must be sought in the social environment. 
ut why the strength of preindustrial attitudes, the central role of 
government, the importance of political and legal institutions as pres 
tige centers, the preference for liquidity in finance and commerce, 
and the propensity of merchants and financiers to invest in land? Do 
not these reflect the presence of pressing uncertainties over the long 
period? We know that unification came with difficulty and it came 
late, that long-exposed frontiers and costly Continental wars left their 
stamp on the economy from the beginning, that out of the chaos of 
the religious wars of the sixteenth century emerged an absolutism 
which dominated economic life in two worlds in a pattern of authority 
strong enough to preserve an industrial and agricultural organization 
that in England was crumbling in spite of the state’s efforts to preserve 
old forms. Before the mid-seventeenth century the French Crown had 
established effective control through guilds and municipal government 
over the old industries and over new ventures in the large workshops, 
factories, and mines. The old and the new were harnessed to national 
aspirations and capital was used to buttress an administration which 
looked back to a preindustrial era for its guides to action. 

The French Revolution did little more than confirm the position of 
the little man in agriculture and industry who stood opposed to the 
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transformation of the national economy so essential if French produc- 


tivity were to match that of her rival. Big industry, as it emerged, grew 
up outside an institutional framework on which it made impression 
by political strategies, by exploiting connections with those in high 
places, but far short of attaining the status and influence essential to 
a leading role in national life. Somewhat freer of medieval restraints 
than Spain, stronger in population and resources than Holland, France 
nevertheless suffered the disabilities present in Continental involve- 
ments which so incessantly drew resources into unproductive channels. 
Viewed against the background of a Continent swept by periodic wars, 
bursts of social unrest, the consolidation of power in the hands of 
those responsible for defense first with opulence a poor second, ex- 
planation of retardation may be sought in the prolonged and wide- 
spread uncertainties which gave established institutions so tenacious 
a grip on the nation’s economic life. Still a great power in the nine- 
teenth century, institutional conditions left France unable to match 
the compctitive power ol England, and the rise of a Prussian led 
Germany, culminating in the transfer of strategic resources to this 
new rival, helped to ensure a continuation of defensive policies in 
economics and politics. Involved like Canada in problems of Con- 
tinental growth under heavy external pressure, French entrepreneur- 
ship remained security-minded, looking to state and big finance for 
leadership and displaying an attitude toward fixed investment at 
marked variance with that of England or the United States in its 
enterprise phase of growth. 

Spain in the old world and the new presents a still more extreme 
case of persistence. As in France, there is no lack of spirit of adventure 
or interest in the gains of trade, and reference to somnolence or inertia 
does not take us far. The Price Revolution helps to account for some 
of the handicaps that Spanish entrepreneurship encountered but throws 
little light on why precious metals did not fertilize domestic industry 
and agriculture. We are driven rather to consider the institutional 
setting that endured with so little change for so long. This takes us 
to well-known events of the formative phase and more especially to 
the fact that eight centuries of intermittent war against the Moorish 
kingdoms had given particularism a force which was never broken. 
Town charters granted in return for support in the prolonged struggle 
created local privileges, areas of immunity and autonomy with each 
shift of the frontier. And with each advance large tracts of newly 
won land were granted to Church and military orders, steadily strength- 
ening their position as elite groups in politics and society. 
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Mercantile elements remained tied to the aims and aspirations of 
the medieval center whose institutions they helped to perpetuate, insti 
tutions that had merged in response to the intense and prolonged un 
certainties of an earlier time only to engage in a course of expansion 
that generated new and dangerous certainties for entrepreneurship 
in old and new Spain. A structure, too narrowly based to cope with 
the problems of two worlds, sought its security in policies that pro 
vided no answer to the challenge of nations breaking free of a still 
feudal Continent. The least mercantilist of western European powers 
when mercantilism best met the needs of the time, she paid the price 
in a steady weakening of the sinews of political and economic power. 
The long history of efforts by Spanish leaders in the Pacific area to 
develop a balanced trading system comparable to that of the Dutch 
and English is one of frustration in the face of the restrictionist pol 
icies of a medieval city. Attempts in the eighteenth century to bring 
the nation into the orbit of more economically advanced countries 
were feeble attempts and much too late. Historical experience and 
a geographical background unfavorable to unification left Spain a 
medieval power in a world in which the palm went to mercantilist 
nations, strong in naval power, free of Continental entanglements and 
the grip of an established military-ecclesiastical elite. 

We hear much nowadays about “the return impact” of the United 
States on the rest of the world. It may not be amiss to point to the 
return impact of the Americas on the Europe of earlier times. The 
transplantation of French and Spanish institutions to new-world en 
vironments favorable to the application of old-world techniques of 
control undoubtedly contributed to the persistence of the established 
institutions of these European powers. The strength of the impulse 
to introduce feudal institutions, the presence of Indian civilizations 
useful in the continental trade in the French case and indispensable 
to the leadership of the landed aristocrac y of New Spain, and the 
nature of geographical setting in both instances, inhibited the rise of 
centers of initiative in the new world sufficiently free or innovational 
to modify old-world patterns of development. Unlike English expan 
sion that, in the fisheries and overseas trade, unleashed energies that 
accelerated change in a loosening structure of Imperial control, that 
of France and Spain reinforced old-world institutions and gave those 
of the Americas a hold unbroken by later shifts in political power. 

Leaving aside these areas of persistence, a very different pattern is 
to be discerned in the rise and decline of Holland and England. The 
former, the purest of mercantilist nations, came to power in a period 
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when mercantilism most adequately met the uncertainties of a mari- 


time world of trading and financial relationships. Whether or not 
“commercialism” is an appropriate label for this era, it was one 1n 
which the merchant-financier set the pace, and Holland, free of the 
more costly Continental wars, led by a mercantile class that saw in 
the gains of trade the surest avenue to security and power, developed 
her shipping industry and her carrying trade as the most effective 
instruments of war and peace, With her ady intages of fle xibility in 
organization, quick to move to points of highest return, she could 
outpace rivals heavily engaged in the task of nation-building in the 
face of a traditionalism strongly ( 


pposed to essential political and 


social adjustments. In this center of security in a century of wars we 
witness the rise of “an immense plurality” of small firms and partner- 
ships, the use of corporate forms only in the more dangerous long- 
distance trades. 

Miss Barbour in her study of Amsterdam * describes this sixteenth- 
century successor to Venice and Antwerp as the last instance in which 
an empire of trade and credit could be held by a city in its own right, 
unsustained by the forces of a modern unified state. It rose to pre- 
eminence in a century during which trade was still largely intra- 
European and open to domination from a position commanding the 
crossroads of old-world commerce. In an era in which traditional 
internationalism was on the way out and state-making becoming an 
indispensable preliminary to leadership, Amsterdam, predecessor of 
the modern state, served as a bridgehead in the evolution of structures 
more adequate than those of a smaller world that was passing away. 

Unlike Spain, Holland had broken with medieval ideals and insti 
tutions, but not completely and not far enough. Her merchants gave 
greater precision and wider application to established ,techniques in 
trade and finance but they introduced few innovations in these spheres, 
or for that matter in politics. And in their preference for quick profits 
to the unpredictable returns of colonization they displayed a time 
outlook, an attitude to the investment of fixed capital, that left little 
room for empire-building, colonial acquisitions, or for industrial de- 
velopment. Theirs was a successful response for a time, but the shift 
to trade on a world scale made heavy demands on administrations to 
build stronger and more comprehensive structures of control than the 
merchant could or had the vision to build. The enterpriser had his 


4 Violet Barbour, Capitalism in Amsterd the Seventeenth Century (Baltimore: Johns 


Hopkins Press, 1950) 
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day within the confines of a stable and secure mercantile society, but 


it was a short one, for in this concentration on short-run returns, on 
the pursuance of multilateral commercial policies in a world in which 
there was little room for peaceful trading relationships, the merchant 
financier had built on too narrow a base, one too precarious to endure 
in an era of rising nation-states and an emergent industrialism. It was 
a structure highly vulnerable to the attacks of entrepreneurs more 
realistic in their awareness of the role of political weapons and strategy 
in capital accumulation. From a survival standpoint this dynamic area 
of relatively free economic motivation displayed no greater realism in 
its handling of new uncertainties than old Spain, whose cumbersome 
slow-moving structure has left a deeper mark on world history than 
this more volatile, spatially-oriented, offshoot of a Continent. Her 
leaders broke new paths, but the world they helped to bring into 
being called for more extensive security zones than they were able to 
construct and others were to capitalize on the gains they made. 

In sum, the widening or extension of the market to which Holland 
contributed so notably brought a time dimension of investment beyond 
that envisaged by the merchant. Capital continued to move in tried 
and proved channels according to decisions based on wrong assump 
tions of a steady future. The transformation brought about by mercan 
tile leadership, so rewarding in its time, brought in the end a con 
servatism that impeded the evolution of institutions comprehensive 
enough to meet the uncertainties of old-world industrialism and _ its 
highly vulnerable long-term investments. The rise of industrial powe1 
underlying as it did the limitations of a weak resource base, reversed 
Holland’s role from that of leadership to one of defense. Holland, in 
short, paid the price of a too sustained and too enduring mercantilism. 

The case of England brings us nearer home. A compact island 
kingdom in which unification came early, she was free, apart from 
brief intervals, of the costs of Continental wars, secure in the power 
of a strong navy, a marginal area not without its restraints on 
free entrepreneurship, but feeble restraints compared with those that 
smothered the enterprise of Spain and cabined that of France. This 
was not as pure a case of free economic motivation as that of Holland, 
a landed class saw to that, but it was one with superlative advantages 
for those who sought gain by trade and industry, and eventually agri 
culture. The conditions which gave rise to at least an approximation 
to laissez-faire (or in other words the conditions of transformation), 
need no comment here, nor can I do more than refer briefly to Eng 
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land’s run for cover in the later nineteenth century. Was it Holland 


again, a structure built on too narrow a base, in this instance on a 
coal-iron-textile complex, where new competitors could outpace her, 
an economy highly vulnerable to political and economic disturbances 
in external areas? Did the individualism of a secure area, reflected in 
the predominance of small and medium-sized concerns, limit the 
nation’s ability to compete with the rising giants of German and United 
States entrepreneurship? These factors contributed to decline, but 
srinley Thomas” may have taken us closer to the heart of the matter 
in his comments on Britain’s proclivity for capital exports at a time 
when there was a desperate need for modernization of the domestic 
plant if the challenge of her industrial rivals was to be met. Yet why 
this apparent misdirection of investment, so common an occurrence 
in economic history? We are back, it seems to me, to the question of 
concentration on investment channels and techniques which had once 
paid off, in this instance those of the golden decades of the mid- 
nineteenth century. The search for shelter by little fellows and big, 
apparent in the restrictionist policies of the time, took the form of a 
defense of the industrialism which had seen its best days. In the twen- 
tieth century two world wars and the prospect of a third, new threats 
to national security, and the tensions apparent in the evolution of a 
welfare state, have enhanced the difficulty of moving out of or beyond 
the security zones built to perpetuate the structure of nineteenth-century 
industrialism. Security of investment, once the consequence of luck 
and circumstance, now must be sought deliberately by big government 
and big entrepreneurship in a pattern familiar enough in the haz- 
ardous world of the present. And this security must rest on something 
more tangible than an empire linked by sentimental ties. 

There are indications that these patterns of change, whether of 
persistence or transformation, are beginning to converge. The enor- 
mous, fixed capital outlays of modern industrialism in greatly extend- 
ing the time dimension of new investment have left no alternative 
to the exercise of a substantial degree of control over the setting in 
which such investments are made. The rate of technological advance 
in the arts of war and peace, its unpredictability, and the world-wide 
scale on which it is taking place, are guarantees of a pronounced and 
continuing shift to bureaucracy in economic life. But I would suggest 

5 Brinley Thomas, Migration and Economic Growth (Cambridge: Cambridge University 


Press, 1954). See also Arthur Lewis, “International Competition in Manufactures,” American 
Economic Revicu XVII (May 19 ) 75-9 
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that the novelty is in the scale or magnitude of change, that this issue 


of bureaucratic response to uncertainties is one familiar enough to 
students of growth situations in the past. We are back to a world of 
such close interaction of political and social factors with the economi 
that we are face to face with the historian’s problem of interrelations 
and with that historical phenomenon, the shaping influence exerted 
by concentrations of power on their areas of activity. The conditions 
that led to the divorce of historical and theoretical inquiries are no 
longer with us and there is every reason to hope that the old dichotomy 
will lose the appeal it once had. Recent progress in comparative studies 
permits such optimism. In focusing interest on recurrent problems of 
growth and decline it has opened avenues of historical investigation 
to those who seek common ground on which to test their differing 
views and doubts. Comparative study of the security-setting of entre 
preneurship is one of the ways in which this advance may be exploited. 


W. T. Easrersroox, University of Toronto 





SUMMARY OF DISCUSSION 


ODAY’S papers and discussion are only in part and incidentally a con 
tinuation of yesterday’s debate on “The Integration of Economic His 


tory and Economic Theory.” Their focus is on the comparative approach to 


the study of economic and social development. This theme is not entirely 


] 


new to our annual meetings. In Baltimore (1946) we devoted a session to 


“The Economics of Frontier Areas,” examining “Other Wests than Ours” ' 


in general and “Inner Asian Frontiers”? in particular. But the Baltimore 


meeting was noteworthy chiefly for Arthur H. Cole’s formal introduction of 


the entrepreneul and his outline ot an approach to the study of entre 


preneurship.” What that introduction started and set in motion we all know 
well. Meanwhile the case for the comparative approach has grown so much 
stronger, without any direct stimulus from our session of eleven years ago, 
that we are justified in re-cxamining it today. In military terms, much more 
ammunition 15S available, some of it new 1n pattern, better guns, and more 


accurate range finders. Besides, the campaign is more important, for it may 


bring rewards by deepening our understanding of why economic growth 


ni 

has varied in volume or rate in different periods and places, as well as how 

it may be stimulated, or at least be expected to take place, In regions whose 
H 

material advancement is a matter of such great concern to policy-makers in 


high plac cs. 


Ronpo | . CAMERON. The virtues ol the comparative method are closely in- 


tertwined with the limitations and pitfalls. Among the latter are: (1) The 
mistake of comparing a real situation with an idealized one. Though social 


scientists should be very explicit about what is being compared, they are in 


danger of lapsing into this mistake from lack of knowledge, overuse of 


models and ideal typus cateyories, a romantic streal , OF the desire ot a tidy 


| 1 | r y 
phenomena nto neatly labeled boxes. Phe writers of | nited 


p 
ally expose d to 


mind to tuck 
States economic history are esj this danger, since it is so 
difficult to divest themselves of the ideal-type concepts (and slogans) used in 
the nation’s political and social controversies. But European scholars also 
have to beware ol similar pitfalls, such as the idk lized picture ol medieval 
society or the lure of isms and systems. (2) The tendency to fall back on 
one partie ular feature in comparing two situations, such as the centralized 


metropolitan control of credit by the London money market or the role of 


1 Herbert He iton, 
ment VI (194¢ 

“Owen Lat 
1947), 24 


> Arthur H. Co proach to tl idy ¢ Entrepreneur 


nomic Hisrory 
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the state in Germany, without determining whether the given factor pro 
duced the observed result. Recent comparisons of economic growth in France 
and elsewhere should make us beware of being too dogmatic about factors 


determining the relative rates of economic growth. 


Sueparp B. Ciroucu. “Comparativists” have always been with us, from 
Herodotus and St. Augustine to Sismondi, Clapham, Henri Berr, Lucien 
Febvre, and Heckscher. In surveying recent trends and “The Present Posi 
tion,” Miss Thrupp says, “Our concepts are not yet linked into any truc 
theory of growth.” I am not sure I know what ¢rue theory is; but certainly a 
lot of theory about growth has been written recently. Much of it may sound 
like a series of concepts because it recognizes a great number of ways in 
which many variables may come together to produce growth; but in such 
volumes as W. Arthur Lewis’ The Theory of Economic Growth (1955) the 
treatment is both comprehensive and stimulating. Perhaps Miss Thrupp’s 
statement could be paraphrased to read “There is not yet any dogma about 
growth” or what Easterbrook would call any “institutionalized bureaucrati 
zation” of growth. 

Easterbrook’s comparative method isolates the institutional factors, that is, 
the habits of thought and action that condition the behavior of individuals 
in society, in the investment aspects of economic growth, and then generalizes 
therefrom. This seems a dangerous procedure. The safe and necessary way 
is to study individual factors in economic growth in relation to—not in isola 
tion from—all other factors; to show how multiple variables have come to 
gethe r in such proportions and with such timing as to effect change or to 
prolong stagnation; or, in other words, to use the process of dealing with 
all “necessary concomitants” that determine the range of opportunities for 
making alternative decisions. Some of the “focal points” used as pegs seem 
ol doubtful value. Take the second one “Uncertainty which lies at the 
heart of entre prene urial decisions.” | suyyest that the important Vari ible he re 
is not uncertainty, but entrepreneurial decision-making. Or take the third 
““Enterprise’ and ‘bureaucracy’ viewed as polar extremes.” If I interpret 
these terms rightly, growth is greater under the former than the latter. But 
is it.not possible for growth to become bureaucratized? At least we have 
had one of our greatest periods of growth, that since 1940, under bureaucracy 

Though Easterbrook’s technique may have brought out some valuabl 
comparisons of North American developments, it has not served him very 
well in the European field. His emphasis on bureaucratic institutions as a 
cause of France’s retarded economic growth is inadequate. Actually France 
enjoyed the greatest economic growth rate of any Continental country ex 
cept Belgium until after 1850. The rate thereafter was slow only in compari 
son with that of some of her neighbors, and is « xplained by many factors, 


such as lack of cheap fuel, cheap transportation, efficient labor, and large 
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foreign markets. The analysis of the Netherlands’ story is also oversimplified. 
In summary, then, parts of a total situation cannot be isolated from the 
whole in generalizing and comparing. To do so flies in the face of the obvious 
multiplicity of factors at work. Complex analysis is difficult but cannot be 
avoided. 


Bert F. Hosexirz. What can we compare? In general there are three types 
of things: (1) Historical facts, such as population statistics. (2) More com- 
plex facts, for example, chains of events such as are forged in Toynbee’s 
study of history. These often impose too much rigidity in study. (3) Social 
structures as a whole compared with the structure of certain institutions or 
models the mode g for example, of innovating entreprene urship motivated 
by expectation of profit and operating under the restraint of maximizing 
security. Comparative studies permit us to take such models and fit them to 
different societies. Easterbrook fitted his model to various countries. 

A more challenging problem is not to compare institutions as such but to 
compare social structures. Marc Bloch tackled that problem by establishing 
the interrelationships of different institutions to get a composite structure. 
We should proceed in a similar manner to study economic growth, through 
studying the interrel ions ol the functions and objectives ol markets, Sav- 
ings, fiscal policies, etc. The important but difficult question is how to phrase 
problems so as to apply them to different cultures in the hope of securing 
general insights. This is part of the social scientist’s art of arriving at a happy 


medium and is not amenable to objective methodology. 


Sanrorp A. Mosk. Economic history fell into a slump in the 1930’s as a re- 
sult of our preoccupation with short-run problems of the depression. We 
now have an opportunity to revitalize the subject through the study of un- 
developed countries, since many of the problems of such lands are those of 
long-run institutional changes. Miss Thrupp’s paper places greatest emphasis 
on “intensive comparisons,” in which we extend our examination of similari 
ties and differences to a number of cases and through which we may hope 
to make yene ralizations that lead to a theory ot economic growth. Yet, like 
Easterbrook, she seems well aware that full-scale comparisons of a multi 
plicity of cases may result only in pointing out broad generalizatic ns that we 
already know or in producing logey overcrowded pictures that tell us 
nothing. Consequently, there is much to be said for exercises that deliber 
ately stop short of being full scale and are more modest in aim and scope. 
Even such a limited objective as comparing one medieval country with one 
present-day undeveloped country may furnish valuable clues, raise new 
questions, and reveal the need for studying facets and factors that scholars 
have hitherto ignored, 
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Joun E. Sawyer. Easterbrook’s paper starts from a real knowledge of eco 
nomic history, formulates salient questions, and applies them to several 
historical situations. Some of the problems he raises still remain unsolved, 
such as the staying power of preindustrial institutions, even in the northern 
parts of the United States, and the place of interest groups in each phase of 
development. His “focal points” were skilfully used, but they need not be 
regarded as the only ones available for use. Comparative studies of many 
other topics—industry, credit mechanisms, capital formation, and so forth 
—offer a practical starting point and let the economic historian stand on his 
own ground rather than operating afield as economist or sociologist. The 
variables that must be included in the analysis depend on the nature of the 


problems under discussion. 


Warren C. Scovitie. Economic history should be far broader in its scope 
than an interest in economic growth. It is possible that the latter is som« 
thing of a fad, even a temporary one, like the “empty-box” concepts of some 
economists or the linear stage-programmings of the German historical econ 
omists. As Clough has said, there is already in existence a great deal of 
economic growth theory, but one may doubt whether it is really the economi: 
historian’s business to give much time trying to add to it, or even whether 
he is in a position to do so. For example, can a study of medieval society 
really throw much light that will help the experts and planners to under 
stand the conditions in undeveloped countries or prescribe what is needed 
to develop those regions? A more fruitful approach to the study of economic 
history is that used by the physical sciences-—to test hypothe ses rather than 
strive to develop a new conceptual framework. It is evident from the remarks 
made by earlier discussants that Easterbrook’s concepts of “enterprise” and 
“bureaucracy” have not been sufficiently defined to be tested or used for 


rigorous verification. 


Grorce Sours. Although the important problem today is to discover how 
economic deve lopment occurs, there is much more to economic growth than 
the interplay of economic factors. The type of culture enters into the picture. 
It cannot be either ignored or dismissed as of mino! importance, and hence 
we need to study it much more thoroughly than has been the case in the 
past. It seems obvious that there was a marked difference in culture between 
the French settlers in Quebec and the people who settled New England. It 
also seems clear from the recent studi s of State and Federal economic 
policies, 1783-1860, that the beginnings of the “free enterprise” era in the 
United States cannot be explained in terms of a culture or policy founded on 
the doctrines and dogmas of laissez-faire individualism. Government poll 
cies concerning protection, land alienation, banking, transportation, and the 


like—what Easterbrook calls “positive government”—were expected to play 
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a desirable role both in promoting and shaping economic growth. Americans 


did not intend that growth to be left to “spontaneous unrehearsed free entre- 


preneurship” (Easterbrook). What we need, therefore, for a theory of eco- 


nomic development is a body of theory that is not confined to economic con- 


, 
siderations but is extended to everything in the social sciences and is built 


prece DY piece. 


Suppte. The comparative method is the process of putting the 


f 


{ rl 4 
ions to different sets of facts. There are two types of comparisons: 


same questions to different environments, and putting them to 


; 4 ‘ 
which differ ov time and environment. The chief danger of 


ion is that comparative method becomes an end in itself. 


knowledg has been lar more by intensive studies of 
eas, periods or topics 1a comparative method, and we 


know far too little about many a 1S, eriods or institutions to make 


really worth-while com 


In replying to points raised by the discussants, Miss Thrupp insisted that 


comparisons of medieval and modern undeveloped societies, though difficult, 


were not impossible. Many of the discoveries about the nature of und veloped 


economies could have been ma \ more easily li the explorers had been 


! | 
a quainted with up-to-date des riptions of medieval economic life. Easter 


brook defended his thesis by defining his terms more fully, with “enter 

S( covering any ext e dispersi rt powe and “bureaucracy any 

ntration OF power, not merely in the field of politics but in the business 
ture, labor un1IOnNS, chur he S, OF edu ational systems. 


1 


the discussion “from the floor,” T. C. Cochran denied that bureaucracy 


' ' ' ] . | | | 
and enterprise were necess I at Opposite poles Enterprise can be bpuilt 


into bureaucracy ind bureaucra can operate l rising manner. 
Hence 1 f peat auc! ya individualism Milton 
Heath took issue with East ‘s ct he southern states. He 


in l t! ntebeilur period tl \ not much difte rence 


between decision-making in yuth and North. The job was centered in 
New York and New Orleans, whi! 1¢ interior the plantation operator 
often made his own decisions. 

CHAIRMAN’S SuMMaAryY. This will be less a summary of the discussion than an 
attempt to put our theme in somewhat wider setting. As a veteran with a 
lorty-live-year record of teachin [ know that a few members of our guild 
h ive been mal Ing COMparisons al d contrasts 1n the ir res irch and tear hing. 
They may have done so unconsciously or from some personal quirk, some 
outburst of wider interest, some event in their upbringing, some teaching 
assignment, or emigration from their native land. Ashley’s interest in com 


parative work sprang from his contacts with the German historical econo 
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mists, plus his fifteen years of teaching in Toronto and Harvard. Clapham’s 
interest was aroused by his study of the woollen and worsted industry; that 
of C. R. Fay from tracing the spread of co-operation throughout Europe 
and from several years’ teaching in Toronto. My own interest began with 
my first teaching assignment—the economic development and present con 
ditions of the United States, Germany, France, Italy, Russia, Belgium, and 
Argentina; then was nurtured by eleven years in Australia, two in Canada, 
and three decades in the United States. But this list of “comparativists” is 
short. In general British economic historians have concentrated their teach- 
ing and research on their own land. If you charge them with parochialism, 
they may retort that Europe, like the United States, is too large and complex 
to be handled in anything beyond a superficial manner, and that they can 
be most useful by intensively tilling their little island garden or draining its 
fens. 

In the United States we have long been accustomed to view Europe as a 
whole, whether in the general omnibus courses on European civilization o1 
in such more limited surveys as Clive Day’s History of Commerce (1907) 
and a string of later textbooks. Yet when we turn to the economic (or even 
the general) history of the United States, we become as parochial or isola 
tionist as the British. To the north and in the southwest our maps show a 
blank stretch of land—or sometimes even of sea, colored the same hue as the 
Atlantic and Pacific. We ignore external developments that have influenced 
us or that we have influenced. If we do step across our boundaries to touch 
on foreign relations, we often get the facts or the interpretation awry ot 
wrong. And we never—well, hardly ever—attempt to compare our story with 
that of other regions settled and developed at the same time as ours as part 
of the spreading out of Greater Europe. 

Without ruling out comparisons between the “New” World and the 
“Old,” I think we in this country can make the best contributions and 
gain most in understanding our own history by examining those other 
regions of Greater Europe. Once we start to do that, the questions crowd 
in upon us. Why some similarities? But still more, Why the differences 
in land policies and tenure, in banking structure and practice, in the supply, 
conditions, organization, and policies of labor, in commercial and _ social 
politics, in saving and investing habits, in the relative preference for leisure 
against work and high income, in the awareness of “class struggle,” in 
Sabbath observance, in the use or nonuse of knife with fork, and so forth? 

Soon it becomes evident that there are more questions than answers, or 
easy questions but difficult answers. In the search for the latter you may 
notice that your analysis 1S becoming more complex and comprehensive. If 
your original quest is for economic explanations, you will soon be obliged 
to admit that political, social, and even ethical factors are important, You 


may cease to call yourself an economist and readopt the good old mor 
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realistic label of political economist. If, on the other hand, your first urge 


is to find social and political explanations of differences, you will before 
long be forced to look beyond to the economic factors at work. Let me give 
just one illustration. What are the relative standards of living in different 
economies? What factors account for the different levels, for changes in 
each level? A socially minded economic historian might be disposed to 
attach great Importance to the re lative bargaining stre ngth ot labor organiza 


tions; the scope of legislation dealing with wages, hours, social security, 


1 1 1 
health, Cx. ¢ and the vitality of voluntary ameliorative associations. Yet com 


parison of different economies would throw doubt on his judgment and lead 


to a belated evaluation ol such economic tactors as the supply oft resources, 


the efhiciency of their exploitation, and the consequent productivity ol the 
economy 
Interest in the comparative approach is in essence just part of our widen 


! 
ing awareness I uestions we must asl ot our materials Easterbrook 
, “ , , ' 1 
said that “fo e presel at any , the last word on comparative history 
is with the social ria That \ first word on economic his 


11 1 | | ' j | 
tory generally was spoken, whether | t lievalist or the student of the 
| rl | 
industrial revolution. The former w anorial 


classes and conditions: villeins, serfs, their re 


recoras t ly social 

lationships with tne landlords 

as Wwe I] as WV ith one anothe ¢ and h inges in thos re lationships. Today, and 

for at rf ast a long generation, the medic valist has widened his range to em 

brace economi conditions, to consider growth, stagnation, and dc ( line. He 
| 


lool § alt the manor as a produc Ing and trading ent rprise; tries to examine 


Costs and prices, Ouly ut, expansion ol thi cultiv ited area of shifts in its use; 
the individual energy OF sor all 1 inks, the lethargy or snl tlessness 
of others; the organization and operation of the estate as a unit of manage 
ment; the landlord’s income, its varied sources, the plowing back of som« 
or it, along with porrow d money, to imcreas production in profitable 
periods when markets nad pri 5 are good: the retreat and search for security 
when prosperity fades away. What has happened in the medieval field can 
be duplicated for other periods or themes. In this facing new qu stions and 
in the patient search*for answers, as well as in seeking new answers to old 
qu suuons, economic historiography can assure itself ol healthy economi¢ 


growth. And in addition it can have lots of fun. 


Hersert Heaton, University of Minnesota 
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realistic label of political economist. If, on the other hand, your first urge 


is to find social and political explanations of differences, you will before 


long he forced {Oo look be yond to the economic factors at work. Let me give 
just one illustration. What are the relative standards of living in different 
economies? What factors account for the different levels, for changes in 
each level? A socially minded economic historian might be disposed to 
attach great importance to the re lative bargaining strength of labor orguniza 
tions; the scope of le gislation dealing with wages, hours, social security, 
health, etc.; and the vitality of voluntary ameliorative associations. Yet com 
parison of different economies would throw doubt on his judgment an 1 lead 
to a belated evaluation ol such economic factors as the suf ply of resources, 
the efficiency of their exploitation, and the consequent productivity of the 
economy 

Interest in the con parative approach 1S IN essence just part of our widen- 
ing awareness of the questions we must ask of our materials. Easterbrook 
said that “for the present, at any rate, the last word on comparative history 
is with the social historian.” That is where the first word on economic his 
tory generally was spoken, whether by the medievalist or the student of the 
industrial revolution. Thi former went to manorial records to tudy Sor ial 
class Ss and condition: ville ins, serts, the if relationships with the if landlords 
as well as with one another, and ch inges 1n those re lationships. Today, and 
for at least a long generation, the medievalist has widened his range to em 
brace economic conditions, to consider growth, stagnation, and decline. He 
looks at the manor as a producing and trading enterprise; tries to examine 
costs and prices, output, expansion ol the cultivated area or shifts in its use; 
the individual energy ot some men ol all ranks, the lethargy or shiftlessness 
of others; the organization and operation ol the estate as a unit of manage 
ment; the landlord’s income, its varied sources, the plowing back of som« 


| | 
of it, along with borrowed money, to increas production In profitable 


pr riods when markets and prices are good: the retreat and search for security 


when prospx rity face § away. What has hay pened in the medic V i field can 
be duplicated for other periods or themes. In this facing new questions and 
in the patient search for answers, as well as 1n seeking new answers to old 
questions, economic historiography can assure itself of healthy economi 


growth. And in addition it can have lots of tun. 


Hersert Heaton, University of Minnesota 
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